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APPROPRIATIONS OVERVIEW

Summary

On February 7, 2018, Governor Rick Snyder presented his fiscal year (FY) 2018-19 State
Budget Message and his budget projections for FY 2019-20. Pursuant to an Attorney
General's letter opinion issued on February 9, 2011, the Governor is allowed to propose a
two-year budget and the Legislature can enact a two-year budget but the second year would
be only an expression of an "intent to appropriate”, not binding or legally enforceable. This
overview will focus on Governor Snyder's FY 2018-19 appropriation recommendation.

The FY 2018-19 budget recommendation from the Governor is based on the consensus
revenue estimates agreed to on January 11, 2018. The FY 2018-19 General Fund/General
Purpose (GF/GP) consensus revenue estimate is $10.3 billion. This represents a 0.3%
increase from the FY 2017-18 GF/GP consensus revenue estimate. The FY 2018-19 School
Aid Fund (SAF) consensus revenue estimate is $13.5 billion, a 2.9% increase from the FY
2017-18 consensus revenue estimate. The Governor's FY 2018-19 recommendation proposes
one fee adjustment in the Department of Environmental Quality that would raise $73.9 million
from an increase of solid waste disposal fees, commonly referred to as "tipping fees". This new
fee revenue would be used primarily for environmental cleanup and brownfield redevelopment.
The Governor also is recommending statutory changes that would direct the deposit of 25.0%
of the unassigned year-end GF/GP revenue balance to the Budget Stabilization Fund, and
redirect $13.0 million of Transportation and Economic Development Fund revenue to the
State's General Fund. In addition, the Governor proposes to phase out driver responsibility fees
(DRFs) by the end of FY 2018-19 and to provide forgiveness of certain outstanding DRF debts,
resulting in GF/GP revenue losses. All of these fee and revenue proposals would require
statutory change.

The Governor recommends FY 2018-19 Gross appropriations of $56.8 billion and Adjusted
Gross appropriations of $55.9 billion. Included in this appropriation total are $22.7 billion of
Federal funds, $385.9 million of local and private funds, $22.8 billion of State Restricted
revenue, and $10.0 billion of GF/GP revenue. Table 1 outlines the sources of funding for each
department and budget area included in the Governor's recommendation. Figures A and B
illustrate the total funding by source and major spending category. Compared with FY 2017-18
year-to-date appropriations, the Governor's FY 2018-19 budget includes a Gross
appropriation increase of $173.6 million or 0.3%, an increase in State Spending from State
Resources appropriations of $599.8 million or 1.9%, and a decrease in GF/GP appropriations
of $32.1 million or 0.3%.

The principal reasons for the increase in State Spending from State Resources appropriations
are costs associated with Medicaid match in the Department of Health and Human Services;
funding increases in the School Aid budget for the foundation allowance and the Michigan
Public School Employees' Retirement System; and a nearly $400.0 million increase in State
Restricted and GF/GP revenue for the Department of Transportation. Tables 2-4 compare the
Governor's FY 2018-19 recommendation for Gross, State Spending from State Resources, and
GF/GP appropriations with the FY 2017-18 year-to-date appropriations. Table 5
compares the FY 2018-19 recommended number of 53,358.5 full-time equated (FTE)
positions to the FY 2017-18 level of 52,893.5 FTEs, an increase of 465.0 positions or 0.9%.
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The FY 2018-19 recommendation includes appropriations that the Governor has designated
as either "ongoing" or "one-time". Table 6 outlines the proposed FY 2018-19 one-time
appropriations by fund source, with a Gross total for all budget areas of $318.7 million. The
Governor's budget does not include any new appropriation for the Budget Stabilization Fund.

Table 7 lists the estimated State payments to local units of government for FYs 2017-18 and
2018-19, of $18.0 billion and $18.5 billion, respectively. The estimate for FY 2018-19 would
result in a surplus of these "Section 30" payments of more than $2.0 billion, compared to the
required level of payments to locals.

Tables 8 and 9 present the GF/GP and SAF balance sheets for FY 2017-18, FY 2018-19,
and FY 2019-20, which, when combined, reflect positive ending balances for all three fiscal
years.

The total Gross and GF/GP dollar changes from FY 2017-18 to FY 2018-19 are an increase
of $173.6 million Gross and a decrease of $32.1 million GF/GP. Table 10 shows that the
$32.1 million GF/GP decrease consists of $0.5 million of GF/GP funding for new programs;
$457.5 million of GF/GP funding increases; $401.9 million of GF/GP funding reductions; a
$144.5 million GF/GP decrease due to fund shifts; and an increase of $56.3 million GF/GP due
to program transfers and economic and unclassified salaries' adjustments. Tables 11-15
provide the details of these changes.

The FY 2018-19 School Aid Fund budget changes proposed by the Governor are outlined in
Table 16. As the table indicates, the net change in SAF appropriations is an increase of $51.7
million. This $51.7 million change consists of $10.5 million for new programs, $482.8 million
of funding increases for existing programs, and $441.6 million of funding reductions.

The Governor's fee and revenue proposals are summarized on pages 31 and 32. This
summary includes an update of the personal property tax reform issue that the Governor has
tied to his lack of State funding increases for community colleges, fire protection grants, and
State Revenue Sharing. Tables 17-27 outline background information regarding major budget
areas and other general appropriation issues, and Tables 28-37 provide recent State
appropriation history.

On an overall basis, the Governor's FY 2018-19 budget proposal increases Gross
appropriations by 0.3% and State Spending from State Resources appropriations by 1.9%,
while reducing GF/GP appropriations by 0.3%. The primary reason for the reduction in GF/GP
appropriations is the shift of nearly $300.0 million of K-12 and Higher Education GF/GP
appropriations to the School Aid Fund. As in his previous seven budgets, the Governor's
eighth and final budget message includes performance measures for State programs.



Table 1

FY 2018-19 GOVERNOR'S RECOMMENDATION

BY SOURCE OF FUNDS

Local & General Fund/

Department/Budget Area Gross IDGs Adjusted Gross Federal Private State Restricted General Purpose
Agriculture & Rural Development $102,888,100 $313,900 $102,574,200 $11,695,200 $101,800 $37,072,000 $53,705,200
Attorney General 102,028,900 30,386,400 71,642,500 9,628,500 0 21,907,200 40,106,800
Capital Outlay 0 0 0 0 0 0 0
Civil Rights 16,201,100 299,100 15,902,000 2,802,700 18,700 58,500 13,022,100
Community Colleges 405,015,500 0 405,015,500 0 0 405,015,500 0
Corrections 2,035,125,100 0 2,035,125,100 5,315,200 8,960,100 40,939,600 1,979,910,200
Education 357,107,300 0 357,107,300 255,366,800 7,888,600 8,668,200 85,183,700
Environmental Quality 494,588,000 3,143,700 491,444,300 160,225,400 1,061,700 283,210,700 46,946,500
Executive 6,980,100 0 6,980,100 0 0 0 6,980,100
Health & Human Services 25,240,354,300 13,813,700 25,226,540,600 17,955,593,700 271,522,800 2,456,898,500 4,542,525,600
Higher Education 1,658,932,600 0 1,658,932,600 113,026,400 0 385,688,300 1,160,217,900
Insurance & Financial Services 67,571,900 713,800 66,858,100 2,017,300 0 64,690,800 150,000
Judiciary 301,783,300 1,551,300 300,232,000 5,987,400 7,581,400 92,879,500 193,783,700
Legislative Auditor General 24,938,000 5,823,400 19,114,600 0 0 2,008,800 17,105,800
Legislature 157,281,800 0 157,281,800 0 400,000 4,394,300 152,487,500
Licensing & Regulatory Affairs 500,462,100 48,414,300 452,047,800 65,744,400 211,800 297,271,300 88,820,300
Military & Veterans Affairs 189,089,300 101,800 188,987,500 98,170,200 2,175,400 23,279,500 65,362,400
Natural Resources 436,705,300 232,200 436,473,100 81,731,600 7,431,400 299,965,800 47,344,300
Natural Resources (Trust Fund) 0 0 0 0 0 0 0
School Aid 14,635,968,800 0 14,635,968,800 1,724,743,500 0 12,866,225,300 45,000,000
State 254,662,800 20,000,000 234,662,800 1,460,000 50,100 214,686,400 18,466,300
State Police 711,814,700 24,728,300 687,086,400 78,223,600 5,261,800 148,698,200 454,902,800
Talent & Econ. Development 1,118,945,600 0 1,118,945,600 762,645,800 6,121,700 183,432,300 166,745,800
Technology, Mgt., & Budget 1,360,504,900 751,777,000 608,727,900 5,033,700 2,471,000 114,457,400 486,765,800
Transportation 4,705,089,900 4,092,500 4,700,997,400 1,318,271,700 51,432,000 3,156,293,700 175,000,000
Treasury (Debt Service) 107,580,000 0 107,580,000 0 0 0 107,580,000
Treasury (Operations) 525,354,200 12,780,300 512,573,900 27,128,000 13,163,200 371,069,400 101,213,300
Treasury (Revenue Sharing) 1,298,609,300 0 1,298,609,300 0 0 1,298,609,300 0

TOTAL APPROPRIATIONS

$56,815,582,900

$918,171,700 $55,897,411,200

$22,684,811,100

$385,853,500

$22,777,420,500 $10,049,326,100




Figure A

Appropriations by Source of Funds
FY 2018-19 Governor's Recommendation Gross

Local & Private

Federal
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Interdepartmental Grants General Fund/General Purpose

Total = $ 56,815,582,900 I




Figure B

Gross Appropriations by Major Category
FY 2018-19 Governor's Recommendation

Education

Transportation

Corrections
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Health & Human Services

Total = $ 56,815,582,900 I




Table 2

GROSS APPROPRIATIONS
FY 2017-18 YEAR-TO-DATE VERSUS FY 2018-19 GOVERNOR'S RECOMMENDATION
FY 2017-18 FY 2018-19
Year-to-Date Governor's
Department/Budget Area Appropriations Recommendation Dollar Difference Percent Change
Agriculture & Rural Development..........ccccccovveeiieeeneeenee. $114,698,600 $102,888,100 ($11,810,500) (10.3%)
AOrney General.........cccovveeiiiiiiee e 101,798,800 102,028,900 230,100 0.2
Capital OUHAY ........coceiiriieree e 800 0 (800) (100.0)
CiVIl RIGNES ..o 16,249,600 16,201,100 (48,500) (0.3)
Community COIEJES .....evverieeiieieiee e 399,326,500 405,015,500 5,689,000 14
COMECHIONS ...ttt 2,001,919,200 2,035,125,100 33,205,900 1.7
EAUCALION ... 352,181,200 357,107,300 4,926,100 14
Environmental QUality .........ccceeviiiiiiiiic e 551,505,200 494,588,000 (56,917,200) (10.3)
EXECULIVE ...ttt 6,848,500 6,980,100 131,600 19
Health & Human Services.........ccocvviiiniic e 25,509,303,800 25,240,354,300 (268,949,500) (1.1)
Higher EAUCAtION .........coooviiiiiiiiiee e 1,629,224,400 1,658,932,600 29,708,200 1.8
Insurance & Financial ServiCes.......cccoeeevveeiiiieviiiieeneeeninns 66,741,400 67,571,900 830,500 1.2
JUAICIANY oo 300,043,000 301,783,300 1,740,300 0.6
Legislative Auditor General............ooccvvveeeeeeiiiiciiiieeenn, 24,286,200 24,938,000 651,800 2.7
LegiSIatUIe ...ccee i 155,274,800 157,281,800 2,007,000 1.3
Licensing & Regulatory Affairs .........cccvveeeiiiiieiiiiieeens 434,672,000 500,462,100 65,790,100 151
Military & Veterans Affairs........ccccocveeeiiieeeiiiiiee e 179,504,400 189,089,300 9,584,900 5.3
Natural RESOUICES .....cocvviieiiiiiee it 409,993,500 436,705,300 26,711,800 6.5
Natural Resources (Trust Fund)...........ccoceeiviiieeiniiieenns 0 0 0 0.0
SCNOOL A ..o 14,584,313,900 14,635,968,800 51,654,900 0.4
STALE et 254,358,500 254,662,800 304,300 0.1
State PONCE ... 698,946,800 711,814,700 12,867,900 1.8
Talent & Economic Development...............eevvvvvvvevevnnnnnnn. 1,179,421,800 1,118,945,600 (60,476,200) (5.1
Technology, Management, & Budget.............ccccvvvvvevnnnnes 1,412,643,200 1,360,504,900 (52,138,300) 3.7
TranSPOrtatioN .........coocveieiiieiiie e 4,349,443,000 4,705,089,900 355,646,900 8.2
Treasury (Debt SErviCe) ........cccveiiiiiiiiiiiieeeeieeeeeen 107,580,000 107,580,000 0 0.0
Treasury (Operations) ..........ueeeeeeeeiiiiiiiiieee e 513,929,900 525,354,200 11,424,300 2.2
Treasury (Revenue Sharing) .........ooccvvveeeeeeeniiniiiiieeeeeennn 1,287,738,100 1,298,609,300 10,871,200 0.8
TOTAL APPROPRIATIONS ...t $56,641,947,100 $56,815,582,900 $173,635,800 0.3%




Table 3

STATE SPENDING FROM STATE RESOURCES APPROPRIATIONS
FY 2017-18 YEAR-TO-DATE VERSUS FY 2018-19 GOVERNOR'S RECOMMENDATION

FY 2017-18 FY 2018-19
Year-to-Date Governor's
Department/Budget Area Appropriations Recommendation Dollar Difference Percent Change
Agriculture & Rural Development..........ccccccovveeiieeeneeenee. $102,912,800 $90,777,200 ($12,135,600) (11.8%)
AOrney General.........cccovveeiiiiiiee e 62,365,500 62,014,000 (351,500) (0.6)
Capital OUHAY ........coceiiriieree e 800 0 (800) (100.0)
CiVIl RIGNES ..o 13,158,500 13,080,600 (77,900) (0.6)
Community COIEJES .....evverieeiieieiee e 399,326,500 405,015,500 5,689,000 14
COMECHIONS ...ttt 1,987,783,000 2,020,849,800 33,066,800 1.7
EAUCALION ... 90,245,000 93,851,900 3,606,900 4.0
Environmental QUality .........ccceeviiiiiiiiic e 377,806,800 330,157,200 (47,649,600) (12.6)
EXECULIVE ...ttt 6,848,500 6,980,100 131,600 19
Health & Human Services.........ccocvviiiniic e 6,822,471,200 6,999,424,100 176,952,900 2.6
Higher EJUCALION...........cvviiiiiiieeiieee e 1,517,698,000 1,545,906,200 28,208,200 1.9
Insurance & Financial ServiCes.......cccoeeevveeiiiieviiiieeneeeninns 64,019,100 64,840,800 821,700 1.3
JUAICIANY oo 285,103,400 286,663,200 1,559,800 0.5
Legislative Auditor General...........ccceeviiieeeiiiieeeniieeees 18,577,000 19,114,600 537,600 2.9
LegiSIatUIe ...ccee i 154,874,800 156,881,800 2,007,000 1.3
Licensing & Regulatory Affairs .........cccvveeeiiiiieiiiiieeens 321,454,200 386,091,600 64,637,400 20.1
Military & Veterans Affairs........cccccoovveceeeee e, 84,900,100 88,641,900 3,741,800 4.4
Natural RESOUICES .....cocvviieiiiiiee it 332,219,600 347,310,100 15,090,500 4.5
Natural Resources (Trust Fund)...........ccoceeiviiieeiniiieenns 0 0 0 0.0
SCNOOL A ..o 12,857,370,400 12,911,225,300 53,854,900 0.4
STALE et 232,848,400 233,152,700 304,300 0.1
State PONCE ... 583,025,400 603,601,000 20,575,600 35
Talent & Economic Development...............eevvvvvvvevevnnnnnnn. 411,156,100 350,178,100 (60,978,000) (14.8)
Technology, Management, & Budget.............ccccvvvvvevnnnnes 691,254,500 601,223,200 (90,031,300) (13.0)
TranSPOrtatioN .........coocveieiiieiiie e 2,954,470,500 3,331,293,700 376,823,200 12.8
Treasury (Debt SErviCe) ........cccveiiiiiiiiiiiieeeeieeeeeen 107,580,000 107,580,000 0 0.0
Treasury (Operations) ..........ueeeeeeeeiiiiiiiiieee e 459,750,100 472,282,700 12,532,600 2.7
Treasury (Revenue Sharing) .........ooccvvveeeeeeeniiniiiiieeeeeennn 1,287,738,100 1,298,609,300 10,871,200 0.8
TOTAL APPROPRIATIONS ...t $32,226,958,300 $32,826,746,600 $599,788,300 1.9%




Table 4

GENERAL FUND/GENERAL PURPOSE APPROPRIATIONS
FY 2017-18 YEAR-TO-DATE VERSUS FY 2018-19 GOVERNOR'S RECOMMENDATION

FY 2017-18 FY 2018-19
Year-to-Date Governor's
Department/Budget Area Appropriations Recommendation Dollar Difference Percent Change
Agriculture & Rural Development..........ccccccovveeiieeeneeenee. $66,251,800 $53,705,200 ($12,546,600) (18.9%)
AOrney General.........cccovveeiiiiiiee e 40,248,600 40,106,800 (141,800) (0.4)
Capital OUHAY ........coceiiriieree e 800 0 (800) (100.0)
CiVIl RIGNES ..o 13,006,600 13,022,100 15,500 0.1
Community COIEQES ....evvvveeiiiiiiieeeee e 1,025,000 0 (1,025,000) (100.0)
COMECHIONS ...ttt 1,946,633,600 1,979,910,200 33,276,600 1.7
EAUCALION ... 81,677,400 85,183,700 3,506,300 4.3
Environmental QUality .........ccceeviiiiiiiiic e 63,081,500 46,946,500 (16,135,000) (25.6)
EXECULIVE ...ttt 6,848,500 6,980,100 131,600 19
Health & Human Services.........ccocvviiiniic e 4,380,531,400 4,542,525,600 161,994,200 3.7
Higher EAUCAtION .........coooviiiiiiiiiee e 1,279,254,500 1,160,217,900 (119,036,600) (9.3)
Insurance & Financial ServiCes........cccoocvvveiiiieeeiiiiieeenns 150,000 150,000 0 0.0
JUAICIAIY oo 192,574,400 193,783,700 1,209,300 0.6
Legislative Auditor General...........ccceeviiieeeiiiieeeniieeees 16,607,600 17,105,800 498,200 3.0
LegiSIatUIe ...ccee i 150,597,100 152,487,500 1,890,400 1.3
Licensing & Regulatory Affairs .........cccvveeeiiiiieiiiiieeens 44,416,600 88,820,300 44,403,700 100.0
Military & Veterans Affairs........ccccocveeeiiieeeiiiiiee e 62,567,500 65,362,400 2,794,900 4.5
Natural RESOUICES ........cocvvviiieeeeeieeeee e 57,971,100 47,344,300 (10,626,800) (18.3)
Natural Resources (Trust Fund)...........ccoceeiviiieeiniiieenns 0 0 0 0.0
SChOOI Al ... 215,000,000 45,000,000 (170,000,000) (79.1)
] 1= L= USSR 24,139,000 18,466,300 (5,672,700) (23.5)
State POlCE ... 439,601,700 454,902,800 15,301,100 35
Talent & Economic Development...............eevvvvvvvevevnnnnnnn. 205,099,400 166,745,800 (38,353,600) (18.7)
Technology, Management, & Budget.............ccccvvvvvevnnnnes 579,855,200 486,765,800 (93,089,400) (16.1)
TranSPOItAtiON ..........uevuvererereeerererereeererererererererrrerere———. 0 175,000,000 175,000,000 100.0
Treasury (Debt SErviCe) ........cccveiiiiiiiiiiiieeeeieeeeeen 107,580,000 107,580,000 0 0.0
Treasury (Operations) ..........ueeeeeeeeiiiiiiiiieee e 98,368,500 101,213,300 2,844,800 2.9
Treasury (Revenue Sharing) .........ooccvvveeeeeeeniiniiiiieeeeeennn 8,379,100 0 (8,379,100) (100.0)
TOTAL APPROPRIATIONS ...t $10,081,466,900 $10,049,326,100 ($32,140,800) (0.3%)




Table 5

FULL-TIME EQUATED CLASSIFIED POSITIONS

FY 2017-18 YEAR-TO-DATE VERSUS FY 2018-19 GOVERNOR'S RECOMMENDATION

FY 2017-18 FY 2018-19

Year-to-Date Governor's Position Percent

Department/Budget Area Appropriations Recommendation Change Change

Agriculture & Rural Development ...........cccccevviieenn. 493.5 500.5 7.0 1.4%
Attorney General ... 530.0 530.0 0.0 0.0
CiVIERIGNES ... 110.0 110.0 0.0 0.0
(O00] 4 (=101 110] 4 ST 13,803.9 13,951.2 147.3 1.1
EdUucation ........cccccooiiiiiiiiiie e 603.5 614.5 11.0 1.8
Environmental Quality..............ooccvviieeeieiiiiiiiieeen. 1,246.0 1,257.0 11.0 0.9
EXECULIVE.....uvviiiiieii e 79.2 79.2 0.0 0.0
Health & Human Services.........ccccvoviviieeiiiiniieenne 15,620.5 15,612.7 (7.8) (0.0
Higher Education..........cccoccvviiiiiinie e 0.0 0.0 0.0 0.0
Insurance & Financial Services............cccooveeeeeeeenn. 336.5 336.5 0.0 0.0
[0 o o U 501.0 490.0 (11.0) (2.2)
Licensing & Regulatory Affairs..........cccceevviieeeeiinenn. 2,322.3 2,322.3 0.0 0.0
Military & Veterans Affairs.........cccccovvceeeviiieee e, 904.5 904.5 0.0 0.0
Natural RESOUICES ........ccevvveeiiieiiieeeeee e 2,261.8 2,327.3 65.5 2.9
StALE oo 1,586.0 1,586.0 0.0 0.0
State POlICE .....uvveeiiiiiii e 3,438.0 3,490.0 52.0 15
Talent & Economic Development ...........ccccceeeeeeennnn. 1,447.0 1,450.0 3.0 0.2
Technology, Management, & Budget ...................... 2,937.0 3,116.0 179.0 6.1
TranSPortation .........cc.eeeeeeeeiiiiiiiiieeee e e 2,820.3 2,820.3 0.0 0.0
Treasury (Operations).......cccocceeeeeiiieeeeinieeeessiieeens 1,852.5 1,860.5 8.0 0.4

TOTAL POSITIONS...........oooiiiiiiieeccccciieeee e 52,893.5 53,358.5 465.0 0.9%

Note: Full-Time Equated classified positions include exempt positions in Judiciary.




Table 6

FY 2018-19 GOVERNOR'S RECOMMENDATION ONE-TIME APPROPRIATIONS

State
Budget Area/Program Gross Restricted GF/GP
Community Colleges
MPSERS normal cost: lowered assumed rate of return (SAF) .....c..cccovveeneee.ne. $6,431,000 $6,431,000 $0
Community Colleges TOtal.......cccueiiiiiiiieeeee et $6,431,000 $6,431,000 $0
Corrections
New custody Staff training .........cccceeiiriiiiir e $9,227,700 $0 $9,227,700
Higher custody level programming...........ccoouueeeeiiiiiee e 2,400,000 0 2,400,000
(Of0] g =Tot 170 T o K- o - | PSS $11,627,700 $0 $11,627,700
Education
Flint declaration of emergency reserve fund placeholder ............cc..ccoeeenee..e. $100 $100 $0
EdUCALioN TOLAl ..ccuveiiiiecciiei ettt et $100 $100 $0
Environmental Quality
Flint declaration of emergency reserve fund placeholder ............cc..ccceenee..... $100 $100 $0
Environmental Quality TOtal .....ccccoveiiiiiriieee e $100 $100 $0
Health and Human Services
Flint declaration of emergency (includes $100 reserve fund placeholder) ...... $4,621,100 $100 $4,621,000
Multicultural integration fuNdiNg ..o 1,381,100 1,381,100
Child lead poisoning elimination board recommendations .............ccccccovcuveene 1,250,000 0 1,250,000
AULISM NAVIJALOT ....eiiiiiiiii ittt e st e e e e e e nees 1,025,000 0 1,025,000
EMPIOYMENT FIFSE ...eeeiiiieee e 500,000 0 500,000
University autiSm PrOgramS. ... ....uu i uuuuerieiriuiuininrnennnnenenenneneeee—————————————————. 250,000 0 250,000
Health and Human Services Total ........cccccvvveeiiiiee e $9,027,200 $100 $9,027,100
Higher Education
MPSERS normal cost: lowered assumed rate of return (SAF) .....c..ccovveeunee.ne. $669,000 $669,000 $0
Higher EAUCAtion TOtal.....ccoouieiiie i $669,000 $669,000 $0
Legislature
Information technology design Project .........ccvevieeiiiee e $750,000 $0 $750,000
LegiSIature TOTal ...c.cciiiiiiiecie ettt ettt be e b $750,000 $0 $750,000
Natural Resources
Snowmobile trail groomer pilot (snowmobile trail fund) ...........cccoeviveiiieinnens $200,000 $200,000 $0
Tribal consent decree negotiation legal COStS........ccevviiiiiiiiii i 37,500 0 37,500
Natural RESOUICES TOtal.....cccieiuieiiiiiiiiie ettt $237,500 $200,000 $37,500




FY 2018-19 GOVERNOR'S RECOMMENDATION ONE-TIME APPROPRIATIONS

State
Budget Area/Program Gross Restricted GFIGP
School Aid
MPSERS normal cost: lowered assumed rate of return (SAF) ......ccccceveenee. $88,139,000 $88,139,000 $0
Flint declaration of emergency (includes $100 reserve fund placeholder) ...... 3,230,100 100 3,230,000
Partnership model districts increase (SAF)........occ e 2,000,000 2,000,000 0
SChOOI AId TOLA6 .....viiiiiiicceee et $93,369,100 $90,139,100 $3,230,000
State Police
New and attrition trooper SCNOOIS...........cceeiiieicieecee e $6,070,000 $0 $6,070,000
Sexual assault prevention and education initiative ..............ccccvveveeeeeicciiveennn. 600,000 0 600,000
State POlICE TOtAl ....ooiiiiiiiiiecce e $6,670,000 $0 $6,670,000
Talent and Economic Development
Going pro skilled trades training Program ..........ccccceeeireieereeneesee e e e $10,000,000 $0 $10,000,000
Entrepreneurship @CO-SYSIEM .....ciiiiiiiiiiiiiii e 2,500,000 0 2,500,000
(o)1= o A 1T o R € o = PR 2,000,000 0 2,000,000
Flint declaration of emergency reserve fund placeholder ..............ccccccuvnnnnnnees 100 100 0
Talent and Economic Development Total.......cccocveveenienienienie e $14,500,100 $100 $14,500,000
Technology, Management, and Budget
Michigan civilian cyber corps (infrastructure fund)...........cccoeeeveeicieeciece, $420,000 $420,000 $0
Flint declaration of emergency reserve fund placeholder ..............ccccccuvnvnnnnnn. 100 100 0
Technology, Management, and Budget Total .........cccceovvieeiiiie e, $420,100 $420,100 $0
Transportation
Acceleration of road funding package with GF revenue .............cccccoeceevneennne. $175,000,000 $0  $175,000,000
Transportation TOtAl .....c...ocuiiiieie et $175,000,000 $0  $175,000,000
Treasury-Operations
Flint declaration of emergency reserve fund placeholder ............cc..ccceenee..... $100 $100 $0
Treasury-Operations TOTal ......cccooiieeiiieiiee e $100 $100 $0
TOTAL ONE-TIME BUDGET AREA APPROPRIATIONS ...........ccccoeeeeeeennn, $318,702,000 $97,859,700 $220,842,300
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Table 7

STATE PAYMENTS TO LOCAL UNITS OF GOVERNMENT
FY 2017-18 YEAR-TO-DATE VERSUS FY 2018-19 GOVERNOR'S RECOMMENDATION

FY 2017-18 FY 2018-19
Year-to-Date Governor's
Department/Budget Area Appropriations Recommendation Dollar Difference Percent Change
Agriculture & Rural Development..........ccccccovveeiieeeneeenee. $7,450,000 $6,350,000 ($1,100,000) (14.8%)
AtOrNEY GENENaAl ....ccceeeiiiiiiieiiiee e 0 0 0 0.0
Capital OUHAY ........coceiiriieree e 400 0 (400) (100.0)
CiVIl RIGNES ..o 0 0 0 0.0
Community COIEJES .....evverieeiieieiee e 399,326,500 405,015,500 5,689,000 14
COMECHIONS ...ttt 113,888,800 115,868,600 1,979,800 1.7
EAUCALION ... 14,367,700 13,567,700 (800,000) (5.6)
Environmental QUality .........ccceeviiiiiiiiic e 4,531,000 24,581,000 20,050,000 442.5
EXECULIVE ..o 0 0 0 0.0
Health & Human Services.........ccocovvieniiciiie e 1,360,064,000 1,466,684,500 106,620,500 7.8
Higher EJUCALION...........cvviiiiiiieeiieee e 0 0 0 0.0
Insurance & Financial ServiCes........cccoocvvveiiiieeeiiiiieeenns 0 0 0 0.0
JUAICIANY oo 147,230,400 147,443,700 213,300 0.1
Legislative Auditor General...........ccceeviiieeeiiiieeeniieeees 0 0 0 0.0
LegiSIature . ......eeieiiiiiee e 0 0 0 0.0
Licensing & Regulatory Affairs.........ccccoccvvveeiiiiciiienennn, 30,625,700 87,951,800 57,326,100 187.2
Military & Veterans Affairs........cccccoovveceeeee e, 142,400 142,400 0 0.0
Natural RESOUICES ......cceeviiiiiiiiiiee e 7,154,300 7,712,700 558,400 7.8
Natural Resources (Trust Fund)...........ccoceeiviiieeiniiieenns 0 0 0 0.0
SCNOOL A ..o 12,679,972,800 12,733,596,100 53,623,300 0.4
STALE et 1,215,900 1,129,000 (86,900) (7.1)
State PONCE ... 14,113,200 14,231,300 118,100 0.8
Talent & Economic Development...............eevvvvvvvevevnnnnnnn. 11,300,000 32,400,000 21,100,000 186.7
Technology, Management, & Budget.............ccccvvvvvevnnnnes 0 4,000,000 4,000,000 100.0
TranSPOrtatioN .........coocveieiiieiiie e 1,717,843,100 1,960,123,900 242,280,800 14.1
Treasury (Debt SErviCe) ........cccveiiiiiiiiiiiieeeeieeeeeen 0 0 0 0.0
Treasury (Operations) ..........ueeeeeeeeiiiiiiiiieee e 186,083,500 161,949,700 (24,133,800) (13.0)
Treasury (Revenue Sharing) .........ooccvvveeeeeeeniiniiiiieeeeeennn 1,287,738,100 1,298,609,300 10,871,200 0.8
TOTAL APPROPRIATIONS ...t $17,983,047,800 $18,481,357,200 $498,309,400 2.8%
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Table 8

FEBRUARY 2018 GOVERNOR'S RECOMMENDATION GENERAL FUND/GENERAL PURPOSE (GF/GP)

REVENUE, EXPENDITURES, AND YEAR-END BALANCE
(millions of dollars)

FY 2017-18 FY 2018-19 FY 2019-20

Revenue:
BeginNiNg BalanCe ........ceiviiiiiiiieie ittt sttt nnn $622.5 $191.8 $7.3
Ongoing Revenue:

Consensus Revenue Estimate (January 2018) .......cccceiieriieierieiiniieeniee e $10,307.7 $10,339.6 $10,413.5

Revenue Sharing PAYMENTS ........cooiiiiiiiiiiiee ettt e e (465.9) (466.2) (466.2)

Accelerate Sales Tax on DIfferenCe..........cuuevvieeiiiiiiiiiie e 0.0 (0.3) 0.7)

d=To [T Tor I BT (o T €T RO OTUPRR SRR 0.0 13.0 13.0

Driver Responsibility Fees (Administration’s Proposal) ..........ccccccevviiiiiniiiiieesiiieeees (4.5) (15.5) (9.0)
Subtotal ONGOING REVENUE ........ccueeiiiieectee ettt ettt e etae e e e e eaaeeeneeas $9,837.3 $9,870.6 $9,950.6
Non-ongoing Revenue:

One-Time Appropriation for Revenue Sharing.........cccccoeeeeee e e e ($5.8) $0.0 $0.0

Lawsuit Settlement ProCEEAS. ........oiuiiii ittt (6.4) (5.8) 0.0

Venture Michigan Fund Tax VOUCKHETS ... 0.0 0.0 (19.2)
Subtotal Non-Ongoing Revenue (%12.2) ($5.8) ($19.2)
Total Estimated GF/GP REVENUE .......cceciueeiieeiiee e sie ettt seesae e ae e ste e sraesaaesnnesneas $10,447.6 $10,056.6 $9,938.7
Expenditures:
Ongoing Appropriations:

Initial ONGOING APPrOPIIALIONS .....c.vviiieiieieie et ettt ee e et e e seeeaaeens $9,784.4 $9,831.7 $9,958.4

Estimated Average Baseline AdjuStMENtS ........ccoooeiiii i, 0.0 0.0 200.0
Subtotal ONgoiNg APPrOPIALIONS .......c.ueieiieeetieeciee e ettt e et e etee et ee e et e e ebe e eaeeeeaes $9,784.4 $9,831.7 $10,158.4
One-Time and Other Appropriations:

Initial ONe-Time APProPratiONS........ciuii ettt e e e eeeeens $257.3 $217.6 $0.0

Appropriation to Budget Stabilization FUNd.............ccccoiiiiiii e 150.0 0.0 0.0

Enacted SUPPIEMENTAIS .......ooiiiiiiiie e 39.7 0.0 0.0

Pending Supplementals (Requests 2018-3, 2018-5) ........cccovcviiiniiiieiiiiiie e 25.4 0.0 0.0

Other AQJUSTMENTS. ...ttt sttt e b e e sanneees (1.2) 0.0 0.0
Subtotal One-Time and Other APPropriations ...........ccccceeveeieeiieeiie e $471.3 $217.6 $0.0
Total Estimated GF/GP EXPENUITUIES .......uuvviieieeiiiiiiieiiee e e e s seieieeee e e e e s sineeeeae e e s e ennes $10,255.8 $10,049.3 $10,158.4
PROJECTED YEAR-END GF/GP BALANCE ..........ccvvvuviviiiiiiiiiiiiiiiiiieiereveierererernnennnns $191.8 $7.3 ($219.7)
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Table 9

FEBRUARY 2018 GOVERNOR'S RECOMMENDATION SCHOOL AID FUND

REVENUE, EXPENDITURES, AND YEAR-END BALANCE
(millions of dollars)

FY 2017-18 FY 2018-19 FY 2019-20
Revenue:
1Yo L aT aTTaTe [ = 7= 1= U ol = T $377.4 $97.0 $6.0
Ongoing Revenue:
Consensus Revenue Estimate (January 2018)..........ccccvieeeeeeeeiiiiiiieeeee e $13,084.5 $13,464.0 $13,822.7
General Fund/General PUrPOSE Grant..........c.coeiiiiieeeiiiiieen e 78.0 45.0 45.0
Community District TrUSt FUNG ......coooiiiiiiiiiiei e 72.0 72.0 72.0
Accelerate Sales Tax on DIfference .........ccccooeiiiiiiiiiic i 0.2) (2.0) (4.2)
Federal ONgoiNg AId .........ueiiiiiiiie ettt sabee e 1,726.9 1,724.7 1,719.7
Subtotal ONGoING REVENUE...........c.uuiiieiii et $14,961.2 $15,303.7 $15,655.2
Non-ongoing Revenue:
SAF Deposit int0 MPSERS RESEIVE..........c.veeeueeeiveee et e et et ee e svee s ($55.0) $0.0 $0.0
MPSERS RESEIVE FUNG ..ottt e e 23.1 31.9 0.0
Venture Michigan Fund TaX VOUCREIS........cccoooiiii i 0.0 0.0 (6.0)
Subtotal Non-Ongoing Revenue ($31.9) $31.9 ($6.0)
Total Estimated School Aid FUNA REVENUE .......ceueiiiiiiiiieeeeee e, $15,306.7 $15,432.6 $15,655.2
Expenditures:
Ongoing Appropriations:
Initial Ongoing K-12 APPropriatioNS ........c.ueeeeiiuuerieiiiieee s eieee e e e eiee e e eeeeee e $14,266.5 $14,542.6 $14,542.5
Pending Supplementals (Request 2018-5)..........cceviiieriiiiiee e (11.2) 0.0 0.0
Fund Community Colleges with School Aid Fund ............ccocceiiiiiiiiicciieeee 394.7 398.6 401.3
Partially Fund Higher Education with School Aid Fund...........cccccoviiiiiiiinenns 237.9 384.9 385.9
Subtotal ONGoING APPrOPIALIONS .....ceiceriiie ittt e e e $14,887.9 $15,326.1 $15,329.7
One-Time and Other Appropriations:
Initial One-Time K-12 APPropriationsS..........cceeiveieeeiiiieeeseiiee e esiiee e esiee e e eiieee e $89.3 $93.4 $88.1
Initial One-Time Community College Appropriations ..........ccccoecveeeriiieeeenciieeenns 3.6 6.4 6.4
Initial One-Time Higher Education Appropriations ............cccccevvieeenniiieeeeniieeens 0.4 0.7 0.7
Enacted SUpPlemMENTaAlS .........ocuuiiiiiii e 5.5 0.0 0.0
MPSERS K-12 RefOrmM COSES .....uuuuuiriiiiiiiiiiiiiiiiiiiiiiiiiiesneieennsssnnnsennsnansnnnnnnnnnnne 223.1 0.0 0.0
Subtotal One-Time and Other APPropriations .........ccoocccvvieieeee e $321.9 $100.5 $95.2
Total Estimated School Aid Fund EXpenditures ......cccccccoecvviveeeeeeeeecciiiieeeee e $15,209.8 $15,426.6 $15,424.9
PROJECTED YEAR-END SCHOOL AID FUND BALANCE .......ccccoiiiiiiiiiiiiieee, $97.0 $6.0 $230.3
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FY 2018-19 Gross and
GF/GP
Budget Changes



Table 10

FY 2018-19 GOVERNOR'S APPROPRIATION RECOMMENDATION
SUMMARY OF CHANGES FROM FY 2017-18 YEAR-TO-DATE
GROSS AND GENERAL FUND/GENERAL PURPOSE APPROPRIATIONS

Program INCreaSES .......cocuuuiiiieiiii e 1,837,802,600
Program Eliminations/Reductions.............ccccoeveeeviiiviinnnnnn. (1,784,040,600)
Major Fund Shifts Affecting GF/GP...........ccccoooiiiiiiiiinnnnnnn. 0

Gross GF/IGP
FY 2017-18 Year-To-Date Appropriation? $56,641,947,100 $10,081,466,900
Changes for FY 2018-19:
NEW PrOQgIraMS. ....c.ciiuriieeieiiiieeeeeiee e e e eeiree e e e eeireeeeeeeareea e $10,714,300 $500,000

457,534,900
(401,946,500)
(144,545,900)

Program Transfers ........oooovvieeieiei e 55,400 9,100
Economic AdjUSIMENTS .........uveiieiiiiiiiiiieiiiieieeieeeeieieieeee 108,828,300 56,221,300
UNCIasSified SAlariEs ........veenvieiieeiieiie e 275,800 86,300

Total ChangeS......uueiiiieiiiieieee e $173,635,800

($32,140,800)

FY 2018-19 Governor's Recommendation .................... $56,815,582,900

$10,049,326,100

1 Appropriation as of February 7, 2018.

Table 11

FY 2018-19 GOVERNOR'S APPROPRIATION RECOMMENDATION
NEW PROGRAMS

Budget Area/Program Gross GF/GP
School Aid
Special education task force - early on funding.............coooeeeeeeeiiee e, $5,000,000 $0
Career technical education incentive payments...........cccceee e, 5,000,000 0
Special education task force - mediation/parental supports...............eeeen.n. 500,000 500,000
Treasury-Operations
MI thrive program income tax calculations (brownfield dev. fund) ............... 214,300 0
TOTAL NEW PROGRAMS ..., $10,714,300 $500,000
Table 12
FY 2018-19 GOVERNOR'S APPROPRIATION RECOMMENDATION
FUNDING INCREASES
Budget Area/Program Gross GF/GP
Agriculture and Rural Development
Milk safety and quality @SSUIANCE ............uuvereuerrieieieinieinieirieenrnrerererrrrree—.. $780,000 $780,000
Office of organization iNNOVALION .........cccooiiiiieiie e 307,100 307,100
Genome sequencer in 1ab diVISION ........cccoooiiiiiiiiiie i, 300,000 0
Attorney General
Medical marihuana regulation (marihuana fund)............ccccccvvvviiiiiiiieieiei, 126,700 0
Retain $2.6 million for Flint water investigation (lawsuit settlement fund) ........ 0 0
Community Colleges
MPSERS rate cap adjuStMENt............uuiiiiiiiiiiiiiie et 4,495,000 0
MPSERS normal cost offset (0Ne-time) .........ccuveiiiiiiiiiiiie e 2,819,000 0
Corrections
Replace contracted food service with state employees ........cccccooveiiieeiiennnnns 13,667,100 13,667,100
New custody staff training (ONE-tIME)........ccooiiiiiiiiiii e 9,227,700 9,227,700
Higher custody level IT/infrastructure ($1.6M ongoing, $2.4M one-time) ......... 4,000,000 4,000,000
Health care recruitment and retention ............ccuveeiiiiiiniiiiii e 3,762,400 3,762,400
Corizon health care contract inflationary adjustment .............ccccceeiiiiiiiiineenenn. 2,458,900 2,458,900
Offenders with special needs contract adjustments..........coccieeiiieeniiiiiiiieeeenn. 1,648,700 1,648,700




FY 2018-19 GOVERNOR'S APPROPRIATION RECOMMENDATION

FUNDING INCREASES

Budget Area/Program
Offender success community partners contract adjustments .............ccccceeeeen.
Probation residential services base and caseload............ccccccevviiiiiiniinennn
Sewer treatment rate increase at Harrison Facility ............coccoceeiiiieiniicennn
Education
Technical adjustments t0 IDGS ......coiiiiiiiiiiiiiiiiee e
Braille textbook production @XPanSIioN ............ceeorvrireinirere i
Environmental Quality
Renew Michigan initiative (replaces clean Michigan initiative; tipping fees).....
Oil, gas, and mineral services (shift from one-time to ongoinNg)............ccceeenee
Aquifer diSPULe FESOIULION ......ccoiuiiiiiiiiiie e
Volkswagen diesel emissions mitigation trust funding .............cccccveveeiiiiineens
RENT AQJUSTMENT ... e e
Executive Office
(0] 0= = 11 T0] o 1S USRS
Health and Human Services
Increased hospital rate adjustor (HRA) retainer...........ccccoevveeeiiiieiciniiiee e,
Autism services base/Caseload ..o
Medicaid physical health actuarial soundness (1.5%0) .........cccccevviiereeniiirernnnnn
Medicaid behavioral health actuarial soundness (2.0%).........cccoeevereiriiireenene
Foster care base/Caseload ...
Integrated service delivery (Federal funds)........ccccooviiiiieiiiiiciii e,
Behavioral health base/caseload ............cccoouviiiiiiiiiin e
Second Healthy Michigan Plan waiver costs (cases moved to exchanges) .....
Child care fund base/caseload ...........cocvveiiiiiiiiiniiie
Rural hospital OB/GYN pool - restore lost Federal with GF/GP .......................
Substance use disorder capitation payment adjustment ..............cccceeeiieeennn
Emerging public health threat funding...........cccccoiiiieini
Drinking water declaration of emergency (0ne-time) ........ccoccveiviiiee e
Dental services actuarial Soundness (1.5%0) ........cccvevruieieiniiiieiiiiee e
Managed care rules staff (15.0 FTES) .....cccoiiiiiiiiiiie e
Replace Federal CHIP money for primary care and free clinics .......................
Foster care education stability travel COSES ........oociviiiiiiiiiie e
State facility psychiatrist salary adjustments...........cccccceeeiviice e,
Multicultural integration increase (0Ne-tiMe) ........cceveviiieieiiiiie e
Housing/urban development Federal authorization ............ccccccovviiiiieneeeenens
Guardianship base/caseload.............oocuvuiiiiie i
Inflationary adjustment ($2.00 per person per month) for FIP ................c.........
Rent costs for non-state owned buildings ............cocceiiiiii
Children's trust fund carryforward funded projects..........ccccoveveiiiiiiiiniiiee e
State psych hospital pharmacy inflation (5.0%0) .......covvveeiiiiiiiie e,
Autism navigator increase to $1,025,000 (ONE-tIME) ......covvreeeriirereiiiiieeiiinenn,
Psychiatric hospital revenue adjustment.............cccceeee i
Adoption incentive payments grant ..........ccccooiveeeeiiieee i
Children's special healthcare/local public health staff salary adjustment .........
Federal tax refund OffSEt .........cocoiiiiiiiiii e
Restricted fund adjustments for substance abuse ..........cccccceeeeeiviiciiiieine e,
Increased newborn screening fee reVeNUE ...........coovieiieiiiie i
Increase in rehabilitation service fee revenue..........ccccceviiiee e,
Federal Perkins grant for Bay PINES .........coociiiiiiiieiiiiie e
Sexual assault kit annualization of COSES........ceeviiiiiiiiii e
Poison control adjustment tied to match rate ..........cccccoeeciiiieeeiiiiciiiiee e

Gross GF/GP
1,291,400 1,291,400
850,000 850,000
184,300 184,300
380,700 0
300,000 0
73,885,400 0
4,000,000 4,000,000
524,000 0
506,600 0
17,600 4,300
105,400 105,400
190,000,000 (21,249,200)
94,744,100 33,681,400
85,483,500 20,902,700
51,019,000 16,483,500
36,548,800 21,025,500
13,783,400 0
12,678,300 4,507,000
12,000,000 810,000
10,036,100 10,036,100
7,000,000 7,000,000
6,508,100 2,313,600
4,750,000 4,750,000
4,621,100 4,621,000
3,577,500 1,271,800
1,660,200 830,100
1,504,500 1,504,500
1,406,500 987,700
1,394,800 1,258,600
1,381,100 1,381,100
1,176,000 0
1,170,100 1,053,800
1,017,600 0
859,300 455,100
800,000 0
502,700 418,200
460,000 460,000
423,800 0
361,800 0
300,000 0
255,600 86,900
231,200 0
168,600 0
110,000 0
77,600 0
2,600 2,600
400 0
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FY 2018-19 GOVERNOR'S APPROPRIATION RECOMMENDATION

FUNDING INCREASES

Budget Area/Program
Higher Education
University operations increase (2.0% SAF) ..o
Competitive scholarships (FY 19=$32.4 million) ........ccocoeiiiieniiniiieeniee e
Tuition incentive program (Federal) .........cccco i
MSU agbio research inCrease (2.0%0) .......coouvereiiiiiieiniiiee e
MSU extension iNCrease (2.0%0) ......cccuuurreeiirieeiiiiie et
MPSERS hold harmless (0Ne-timMe) ........coooiuiiieiiiiiieiiiee e
Judiciary
TWO NewW Circuit judge POSITIONS.........eeiiiiiieie it
Private rent INCrEASE ........eeveiiiiie et s e e e e e
Legislative Auditor General
B O Tor == L] R TPPR
Legislature
B 0 Tor == ] RSP
Legislative IT systems design (ONE-tIME) .........ccoiuuiieriiiireiiiiie e
Licensing and Regulatory Affairs
Michigan indigent defense commission grants ($15.3 million cost recovery) ...
Annualize first responder coverage fund (marihuana fund) ...........ccccceeennnes.
Law enforcement grants (liquor license fees) .......ccccvvveieinie i
Nurse aide training program (license feeS) .......coocveieiiiiie i
Licensing for substance use disorder program (marihuana fund)....................
Military and Veterans Affairs
Special MAINTENANCE ........oooiiiiii e
National Guard tUitioN ASSIStANCE...........uiieiiiiiie i
Jacobetti facility Medicaid certification efforts ..o,
Land purchases and appraisal ............ccueeeiiiiieiiiiieeie e
Camp Grayling northern strike eXerciSe..........ccccuvviviiiiiiii i
Additional staffing for veterans homes authority ...........cccocveeiiiiiiiiicee,
Natural Resources
State parks repair and MaiNtENANCE ..........coocviieiiiiiieeiii e
Use of increased recreational program reVenUE ............c.ceevvevereiiiveeesenieeeeeens
Forest development iNnfrastruCtUre. ..........cooiiiiiiiiiie e
Wildlife and public health funding..........ccooouiiiiiii e,
WALEIWAY'S PrOJECES ....eieeiieiiiiieitieeeieeertee e et e e steeesee e et e e smteeeseeeesneeeaaeeesnneeaneeens
Additional conservation OffiCers..........uuiiiiiiiiiiii
ORV trail improvement fUNd ..o
State parks technical adjuStMENTS..........eeeiiiiiiiiiii e
Tribal consent decree negotiation ($240,000 ongoing, $37,500 one-time) ......
Snowmobile trail groomer development...........cooiiiiiieiiiiieiiee e
Mackinac Island historic facilities ............coooiiiriiiiie e
Great lakes protection fund ...
Hunter education Program..........ocueeeiiiieiee e
Historical Marker PrOgram .. ......ooouueiee it
School Aid
Foundation allowanCe INCIEASE.........coiueiieiiiiiie it
MPSERS FALE CAP +eevveeiiiiiitiiiieee ettt e e e e e e e s e e e e e e
MPSERS normal cost reimbursement for AROR (0ne-time) .........ccccoeevveeennee.
SPECIAl EAUCALION .....eiiiiiiii et
Cash flow DOrrOWING COSES ......oiiiiiiiiieiiee e
MPSERS additional normal costs for defined contribution ..............cccccceene
Partnership Model diStHCES ........oouuiiiiiiiii e
Promise zone reimbUrSEmMENTS. ... ... i

Gross GF/GP
28,566,300 0
6,000,000 6,000,000
1,500,000 0
678,300 678,300
585,100 585,100
250,000 0
255,300 242,200
23,600 23,600
651,800 498,200
4,257,000 4,140,400
750,000 750,000
61,300,000 46,000,000
3,465,000 0
1,200,000 0
600,000 0
500,000 0
5,000,000 0
2,500,000 2,500,000
1,111,700 1,111,700
900,000 0
750,000 750,000
500,000 500,000
14,000,000 0
4,075,000 0
3,500,000 0
2,600,000 2,600,000
2,163,500 0
1,500,000 1,500,000
1,300,000 0
754,700 0
277,500 277,500
200,000 0
200,000 200,000
128,900 0
84,400 0
60,000 0
312,000,000 0
71,916,000 46,000
39,170,000 19,000
23,100,000 0
17,500,000 0
14,500,000 0
2,000,000 0
1,500,000 0




FY 2018-19 GOVERNOR'S APPROPRIATION RECOMMENDATION

FUNDING INCREASES

Budget Area/Program
SChOOI TUNCR .. e
MISTEM €XECULIVE AIFECLON .....cciiiiiieiiiiiie ettt
MISTEM @dViSOrY COUNCIT.......eiiiiiiiiiiiiiiiie et
State
Driver license CONraCting COSIS.......uiiiuiiieiiiiiieiiiiie et
Information teChNOIOGY COSES........cciiiiiiiiiiiiiie e
Commercial driver license testing KioSKS ..o
State Police
Annualize FY 2017-18 trooper SChOOol COSES .........cieiiiiiiiiiiiiieiiiiec e
New trooper SChool (ONGOING COSES) ......uuvieiiiiiieiiiiie e
Marihuana field sobriety tests (marihuana fund) ...........cccccoviiiiiiiii i
Annualize FY 2017-18 medical marihuana regulation COStS.............cccceeerunees.
Equipment lifecycle replacement..........c..oeoiiiiiiiiiiiie e
Pay increases for lieutenants and lab managers ..........cccccvieiiiiiie e
COMPULET CHIMES UNIt ...ttt e e
Public safety officer benefit program .........c.ccccoiiiini
Talent and Economic Development
Workforce development Program ..........cecieeiieiiieeee et
Drinking water declaration of emergency placeholder (one-time).....................
Technology, Management, and Budget
Technical adjustments for information technology IDGS..........cccccoviieeiiiiiieeenns
State building authority rent iNCrease .........covuviieiiiiiieie e
Enterprisewide portfolio management SEIVICES ........cocccvvevriieieiiiiiee e
DTMB building occupancy charge - special maintenance ............cccccoecveeeennee
Regional ProSPerity grants .........ocueeeiiieieeiiiiie et
Agency Services rate adjUSIMENT ..........eiiiiiiiiiiiiii e
Procurement improvement plan completion............ccoiereiiee e
Financial SErVICES SUPPOIT.......ccoiiuuiiiiiiiiie ettt
Michigan civilian cyber corps (infrastructure fund; one-time)...........cccoccceeenee
Transportation
Michigan transportation fund INCrEASES ..........eviiiiiiieiiiiiie e
GF increase for roads (ONE-TIME) .........ccuiiiiiiiiee i
Bridge and culvert maintenanCe..........cuueio i
Transit and rail INCIEASES .........ueiiiiiiiii e
Highway maintenance adjuStments ..........coouuiiiiiiiiie e
Information technology SyStems UPates.........cccuveieiiiiieiiiiiie e
SEIVICES INILTALIVES ....ceiiiiiii et
Interdepartmental grant technical adjustments ............ccccceve e,
Blue water bridge transportation to work funding...........ccccoccveeeiiiiciiiieene e
Movable bridge fund inflationary iINCrease..........occvevrieieiniie e
Treasury-Operations
Medical marihuana grants and administration (marihuana fund)......................
Information technology rate INCrEASE ...........eeviiiieiiiiiiiiie e
State lottery staff and administration iNCrease .........ccccccevevciviiieee e,
OPEB OVEISIGNT ...ttt
ACCOUNTING SEIVICES ...eiiiiiiiiieiiiiiiee it ee ettt e et e e st e e e st e e e s snbeeeeesbaeeeeans
Treasury-Revenue Sharing
Increase constitutional revenue sharing by 3.1%.........ccccooiviiiiiiiiiiiniiiee e,
Re-entry of Antrim, Keweenaw, Mackinac to county revenue sharing..............
Increase county incentive program by 0.1%0 .........cooviiiieiiiieeiiiiee e
TOTAL FUNDING INCREASES ..ottt ittt snn e

Gross GF/GP
648,900 0
150,000 150,000

50,000 50,000
925,000 0
800,000 0
500,000 0

20,267,100 20,267,100

3,800,000 3,800,000
3,400,000 0
2,924,200 0
1,252,500 1,252,500
935,600 822,300
618,400 618,400
150,000 150,000
501,000 0
100 0
31,023,400 0
19,186,400 19,186,400
2,010,000 2,010,000
1,800,000 0
1,500,000 1,500,000
1,500,000 1,500,000
891,900 0
559,400 12,900
420,000 0
178,969,000 0
175,000,000 175,000,000
18,000,000 0
14,985,300 0
4,337,600 0
2,000,000 0
1,200,000 0
893,900 0
175,000 0
112,400 0
7,157,100 0
5,450,000 5,450,000
637,200 0
464,000 464,000

30,000 0

24,732,900 0
259,000 0

58,400 0

$1,837,802,600 $457,534,900




Table 13

FY 2018-19 GOVERNOR'S APPROPRIATION RECOMMENDATION
FUNDING ELIMINATIONS/REDUCTIONS

Budget Area/Program Gross GF/GP
Agriculture and Rural Development
MSU agriculture industry research (0Ne-time) ........cccceevvveeiiieeeiee e, (%$8,400,000) (%$8,400,000)
Food bank council food freezing (0Ne-tiMe).........cccoevcvrieereeeeiiiiieee e (2,000,000) (2,000,000)
Food and agriculture investment grants (FY19=$3.3 million) ..........ccccccevevveeens (1,443,900) (1,443,900)
Enhanced wildlife mitigation (ONe-tiMe) .........uuvveveiiiiicieeeee e (1,000,000) (1,000,000)
Intercounty drain mapping (ONE-tIME) .......uueereeeiiiiiiiiieeee e (250,000) (250,000)
Food safety/quality assurance, complete Federal grant (FY19=$16.6 million)..... (250,000) (250,000)
County fair funding (FY19=3$400,000) ........cuutteriurrieiirreeeiiireeesireeeseneeeesnneeeens (249,300) (249,300)
Remove draft beer delivery systems supplemental ..........cccccoceccviieereeenivicinnnen, (150,000) (150,000)
Qualified forest GF redUCtioN ...........uvviiiiiee e e e (130,000) (130,000)
Albion campground development (ONE-tiME) ........ccvvveeeeeeiiiiieeec e (100,000) (100,000)
Environmental stewardship funding ..........ccccoerive i (100,000) (100,000)
Farmland and open space preservation reduction..............cccccceveviveieieieienenene, (99,900) (99,900)
Revenue adjustmentS.........coooii i, (86,300) 0
Drinking water emergency (0Ne-time) ..........coovvveviiiiiii e, (100) 0
Attorney General
Prosecutors' life without parole funding (one-time)...........cccccoeevivieee, (700,000) (700,000)
Prosecutors' NextGen info tech system funding (one-time)..............cccccoeeeee. (600,000) 0
Capital Outlay
Remove FY 2017-18 funding from supplementals................c.ccccccviiinnnnn, (800) (800)
Civil Rights
Remove deaf/hard of hearing needs assessment (one-time;FY19=%$715,600).... (150,000) (150,000)
Community Colleges
Michigan transfer network enhancements (one-time)..........cccccccvvveviieiiienenen, (1,025,000) (1,025,000)
Reduce renaissance zone reimbursements..............cccccci (600,000) 0
Corrections
Close West Shoreline correctional facility ...........cccccveveviviiii (18,924,700) (18,832,700)
Remove FY 2017-18 officer academy (one-time) ...........ccccceveveviviiiieceee, (4,359,000) (4,359,000)
Eliminate Goodwill flip the script program ..........ccccccovveii (1,500,000) (1,500,000)
Eliminate certain sanction substance abuse parole program ...............cccco.o...... (1,440,000) (1,440,000)
Eliminate supervising region incentive program ..........ccccccceeveveiiiiiiiiieieieceeeeeee (1,000,000) (1,000,000)
Eliminate future facility and staff transition CoStS ..........cccccccvevii (1,000,000) (1,000,000)
Eliminate high school online equivalency pilot.............ccccccoiii (1,000,000) (1,000,000)
State restricted fund source adjustments..........ccccccvvvvvevii (278,000) 0
Eliminate Federally qualified health center pilot..............cccc (75,000) (75,000)
Education
Remove school water training program ..........c.ccccceveveeeieiiieeeeeeeeeeee e, (1,000,000) (1,000,000)
Reduce renaissance zone reimbursements..............ccccccc (800,000) (800,000)
Adjust state restricted revenue to actual............coeeeeei e, (300,200) 0
Remove local reVeNUE SOUICE..........cccoeiiiiii e, (11,700) 0
Environmental Quality
Stormwater asset management and wastewater grantS.......c.ccccoovcuveieeeieennnnnns (62,000,000) 0
Remove petroleum product cleanup program (One-time) ..........ccceeeeeeerniiiinneen. (14,900,000) 0
Remove supplemental PFAS funding (include in renew Michigan proposal) ... (14,837,500) (14,837,500)
Remove supplemental clean environment init. (include in renew Mich. prop.) ..... (14,000,000) 0
Remove supplemental water infrastructure initiative (include in FY20) ............. (10,700,000) 0
Oil, gas, mineral services funding (move from one-time to ongoing)................. (4,000,000) (4,000,000)
Remove water line replacement contingency fund transfer...............cccccoounneee. (2,200,000) 0
Wetland mitigation Danking ... (2,000,000) 0
Clean Michigan initiative contaminated sediments ..........ccccccceeeiiiiiiiieeieannens (1,565,000) 0




FY 2018-19 GOVERNOR'S APPROPRIATION RECOMMENDATION
FUNDING ELIMINATIONS/REDUCTIONS

Budget Area/Program Gross GF/GP
Remove supplemental vapor intrusion funding (FY19=$1.3 million) ................. (1,000,000) (1,000,000)
Health and Human Services
Food assistance base/caseload..............cccuvuvveieeii i (415,110,400) 0
Medicaid and HMP physical health base/caseload..............cccccccvvveeiiieniiiiinnnen, (155,392,700) (707,900)
Medicaid special financing adjusStments..........ccccceevviiiiieere e (70,870,100) 727,600
Other technical adjustments (electronic health records grant expiration).......... (40,720,400) 0
Remove Federal match for rural/sole and OB/GYN hospital poals ................... (26,587,800) 0
Remove FY 2017-18 drinking water emergency funding (one-time) ................. (21,541,700) (1,680,000)
Children's special health care services base/caseload.........c...cccooecvvvieeeeeeinnnns (18,638,100) (7,533,000)
Expiration of Federal opioid grant ...........coccuiiiereeee i (16,372,700) 0
Medicaid pharmacy SAVINGS .......ccuuveiieeeeiiiiiiieeee e e ssrerer e e e e srre e e e e e s snnanees (14,064,700) (5,000,000)
Eliminate county hold harmless for foster care ..........cccocceeeeei e, (8,000,000) (8,000,000)
Adjust out eXcess restricted FEVENUE .........ecvveeeii i (7,129,900) 0
Mental health/wellness commission funding (FY19=$12.3 million) ................... (7,000,000) (4,758,500)
Remove direct primary care pilot funding (one-time) ............cccccevvveiiiiinen, (5,724,000) (2,016,000)
Adoption subsidies base/caseload..............ccoee e, (5,697,800) (1,962,300)
Remove Medicaid level of care determination funding ................cccceveviinnnnn, (5,000,000) (2,500,000)
Eliminate hospice room and board grant ..............c.ccoo (3,318,000) (3,318,000)
Sexual assault kit, back out $4 million supplemental/spend $800,000.............. (3,200,000) (4,000,000)
Reduce heat and eat authorization to actual spending.............ccccccoveveiiinnnnn. (2,500,000) (2,500,000)
Family independence program base/caseload .............ccccccc, (2,200,900) (6,102,900)
Remove FY 2017-18 Federal housing support funding ............ccccevevvvevenenennnn, (2,000,000) 0
Family support subsidy base/caseload ...............cccccoiiii (1,715,300) 0
Eliminate outstate dental clinic funding increase ..........cccccccceviveeeee, (1,550,000) (1,550,000)
HMP behavioral health base/caseload................cccccc (1,434,500) (96,900)
Remove FY 2017-18 guardianship increase (lower $95/month to $83/month) .... (1,419,600) (500,000)
Remove dental clinic funding (One-time)..........ccccoeeveieie (1,000,000) (1,000,000)
Remove FY 2017-18 foster care relative licensing funding ..................c.cooooo. (1,000,000) (1,000,000)
Eliminate early primary care pilot funding ............cccccoo (1,000,000) (1,000,000)
Remove Oaklawn hospital funding (one-time) ..........ccccceveii (850,000) (850,000)
Eliminate MedIncentive program..........cccccoeeeviiiiiiie (830,000) (415,000)
Remove statewide double up food bucks (one-time)..........cccccceviviiiiin, (750,000) (750,000)
Eliminate Kalamazoo opioid pilot ... (700,000) (700,000)
State disability assistance base/caseload...........ccccccccviviiiiiiiiiii (620,200) (620,200)
Remove real alternatives funding increase (FY19=%$100,000)................cccuvrruee. (550,000) (550,000)
Remove farmers' market wireless funding (one-time) ............ccccceviieen, (500,000) (250,000)
Eliminate dental registry funding ... (500,000) (500,000)
Remove over authorization in SSI administration ...............cccccevviee, (476,200) (476,200)
Annualization of PFAS services (FY19=37.7 million).........cccovveenieiiinenieennn, (368,700) (368,700)
Eliminate kids kicking cancer funding ..........cccccceeeiii (305,000) (305,000)
Eliminate team cares clinic funding (one-time) ..........cccccccevei (300,000) (300,000)
Remove Muskegon covenant academy grant...........cccccceeveveviiiiiiiiiieieceeeeeee (280,000) (280,000)
Reduce university autism to $250,000 (0N€-tiME) ......ccvivvrerieriiieeiiiee e (250,000) (250,000)
Eliminate bone marrow transplant funding ..., (250,000) (250,000)
Eliminate SSI legal services funding ..........c.c..eeeiiioiiiiiiiie e (250,000) (250,000)
Eliminate parent-to-parent adoption Program ............ccc.eeeeeeeeriiiieiiieeeee e e (250,000) (250,000)
Remove FY 2017-18 kidney foundation increase (FY19=$178,000)................. (200,000) (200,000)
Remove food bank Michigan ag surplus system funding (one-time)................. (184,000) (184,000)
Remove prenatal diagnosis funding (0Ne-time) ............c.ceeveiiiiiiiiiiiieiene e, (150,000) (150,000)
Remove Chaldean Ladies of Charity funding (one-time) ...........cccccccceeiiiiiiinen. (150,000) (150,000)
Supplemental security income base/caseload............ooocuviiieiiiiiiniiiiiiie s (135,900) (135,900)
Remove special olympics funding (0Ne-tiMe) .........ccocuriiiiieiiiiiiiiiiiiie e (100,000) (100,000)
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Budget Area/Program Gross GF/GP
Remove Oakland food pantry funding (one-time) ........ccccceeeeeviiiiniieeee e, (100,000) (100,000)
Eliminate Michigan corner store initiative ..........c.ccooviiiiiiieee e (100) (100)

Higher Education
Tuition grants (FYL19=$32 MIlliON) ....ccoiiiiiiiiiiiiie e (6,000,000) (6,000,000)
MPSERS rate cap adjuStMEeNt ..........ccoeeiiiiiiiiiiiee e e e e (1,572,000) 0
Eliminate separate appropriation for Indian tuition waiver ..............cccccccoeevnnen. (300,000) (300,000)

Judiciary
Montgomery v Louisiana compliance (0Ne-time) .......cccccveeeeeeiicciviieeee e e (700,000) (700,000)
Pretrial risk assessment (0NE-tIME).........ccccuiiiireeee i i (300,000) (300,000)
Remove expansion of problem-solving courts (one-time;FY19=$18.2 million)..... (219,300) (219,300)
Current services budget revenue adjustments .........cccocccvvveeeeeee s iiinieeeee e (190,900) 0
Reduce swift and sure sanctions (FY19=%$4 million) ........ccccccceviveriineiiinineeen (154,000) (154,000)

Legislature
Reduce IT system project funding (one-time; FY19=$750,000) .............cccvvveee. (3,000,000) (3,000,000)

Licensing and Regulatory Affairs
Eliminate medical marihuana grants to county law enforcement...................... (3,000,000) 0
Fire protection grants (FY19=$8.5 million from PPT revenue proposal) ........... (2,173,900) (2,173,900)
Reduce overstated restricted funds ...........cccoe e (639,300) 0
Remove admin funding for local community stabilization authority ................... (150,000) 0
Remove drinking water emergency placeholder (one-time) .............cccccoeeeee. (100) 0

Military and Veterans Affairs
Remove armory special maintenance (0ne-time) .........ccccccceveveveveceeee, (2,500,000) (2,500,000)
Baseline technical adjustments...........ccco i, (145,000) 0

Natural Resources
State parks repair/maintenance (one-time to ongoing; FY19=$23.5 million)..... (7,000,000) (7,000,000)
Remove trail development funding (one-time) ..........cccccvevevii, (5,000,000) (5,000,000)
Remove land ownership tracking system (one-time) ..........cccccccevvvvveviieieienenen, (2,900,000) (1,900,000)
Remove FY 2017-18 waterways Projects ........ccceevvveviieieiiieieeeeeeeeeeeeeeeeeee e (1,520,500) 0
Wildlife management funding (one-time; FY19=$44.9 million) ..............ccceeenee. (1,000,000) (1,000,000)
Remove wetlands restoration from hunter stamp revenue ...............cccccceeeee. (500,000) 0
Remove Bay State park playscape........ccccccvvviiiiii (400,000) (400,000)
Remove Onaway pavilion CONStrUCtioN ..............coovviiiiiiii (400,000) (400,000)
Remove swimmer's itch pilot (0ne-time) ... (250,000) (250,000)
Remove shooting range repair, etc. (0Ne-time) .........ccccceeveveviiee, (250,000) (250,000)
Reduce snowmobile local grants (FY19=%$8.1 million) .........ccccccoevviiieriiiinieenn (226,200) (226,200)
Reduce invasive species funding (one-time; FY19=$5 million) ......................... (200,000) (200,000)
Remove mineral extraction summit funding (one-time) ............ccccccevvvevinn, (50,000) (50,000)
Remove obsolete fund SOUICES..........ccoooiiiiiiiii (15,100) 0

School Aid
Remove MPSERS UAAL payment (0ONe-time)........cccccceviviiiiivieeeeee (200,000,000) 0
Technical foundation cost adjuSIMENES ............uuviuiiiiiiiiiiiiiiiiiee e, (97,700,000) 0
Shared tIME ...ccoeveeieeeeeeee (67,900,000) 0
25% reduction to cyber school foundation ..o (25,000,000) 0
Remove CTE equipment upgrades ($2.9M ongoing, $9.6M one-time) ............. (12,500,000) (12,500,000)
Drinking water declaration of @mergency..........ccccooviiuiiiiiiiie i (5,500,000) (5,500,000)
Computer adapLiVE TESTS ......eiiii it e e (4,000,000) 0
ASSESSMENE FUNAING ... (3,700,000) 0
Nonpublic schools mandates reimbursement ..., (2,500,000) (2,500,000)
Value-added growth and projection analytics ..........ccccoiiiieiiiiiiiniiiiiieeeees (2,500,000) (2,500,000)
Michigan @dUCALION COMPS .....ooiiiiiiiiiiee ettt e e (2,500,000) (2,500,000)
Information technology certifications............cccoiiiiiiiiii e (2,300,000) (2,300,000)
[exe (=] U =N P TPPPP (2,200,000) 0
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RENAISSANCE ZONE COSES ....eiiiiiiiiieiiitiiee ettt e e sbree e (2,000,000) 0
Year-round SChOOIS grantS .........cocueiiiiiiiiieiiee e (1,500,000) 0
Financial data analysis tOO0IS ............cuiiiiiiiiiiiiiie e (1,500,000) 0
CTE counselors (ISD/ISriCt GrantS) .........ocueeeeiirieieiiieeeeriiiee e (1,160,000) 0
Online algebra tool .............eeiiiii i (1,200,000) (1,200,000)
Online MathematiCs tOO0]...........coiiiiiiii e (1,000,000) (1,000,000)
Career preparation and readiness platform ...........cccocveeeeiiieieiiiiee e (1,000,000) (1,000,000)
Cybersecurity COMPETItION .........icueiiiiiiiiie et (500,000) 0
Competency based edUCALION..........oocuuiiii i (500,000) (500,000)
10 CeNtS & MEAI PIrOGIAIM ....cceiiiiiiieiiiiiiee ettt e s b e e e sbreee e (375,000) (375,000)
Detroit precollege @NgINEETING .........cuueiiiiiiiieiiiiee et (340,000) (340,000)
FIRST robotics for NON-PUDBICS..........uviiiiiiiie e (300,000) (300,000)
Digital assessment Preparation............ccoieeeeiiiiiee i (250,000) (250,000)
Overall adjustments to MiSTEM Network regions ..........ccooveeeernieieennineee e (200,000) (1,400,000)
Early learning collaboratiVe ............oocuuieiiiiiiiii e (175,000) 0
Conductive learning center StUAY ..........cooiiiiiiiiiiie e (150,000) 0
Van Andel education INSHLULE ...........eviiiiiiiie e (150,000) (150,000)
Restaurant and culinary training ..........ccoooveeeiiiieeeniiieee e (79,000) (79,000)

State
Remove FY 2017-18 supplemental funding for voter equipment ............cc........ (5,000,000) (5,000,000)

State Police
AdJUSE NON-GF FUNAS ... (6,254,700) 0
Reduce disaster/emergency contingency fund (one-time;FY19 fund=$4.6M)...... (5,000,000) (5,000,000)
Remove FY 2017-18 boilerplate approp for Federal/restricted funds................ (4,024,000) 0
New trooper school (reduced ONe-time COSLS) ........ocveeeiiiiiieeiiiiiiee e (3,216,200) (3,216,200)
Eliminate enhanced 9-1-1 (ONE-TIME).......cuiiiiiiiiiiiiiiiee e (2,200,000) (2,200,000)
Remove equipment lifecycle replacement (One-time).........cccocvveeiiiiieiniiiieeens (1,000,000) (1,000,000)
Remove fair and impartial police training grants (one-time) ..........cocccceevviiieeens (980,000) (980,000)
Reduce forensic science (one-time; FY19=$44.4 million) ........c.ccccoiieeiiiinennns (730,000) (730,000)
Remove Mich. international speedway traffic control grant (one-time).............. (725,000) (725,000)
Remove emergency management unused funding ...........ccccooeeiiiiiieeniiieeens (392,400) (392,400)
Reduce forensic SCIence OVErtiMe COSES......ccoiiiiiiiiiiieei e (274,400) (274,400)
Eliminate impaired driving commission funding ..........cccoocveeeiiiieeiiice e (250,000) (250,000)
Remove law enforcement job task analysis (one-time) ........cccocceiviieeiiiienens (200,000) (200,000)
Reduce civil air patrol fFUNAING .........oceeiiiiiii e (20,000) (20,000)

Talent and Economic Development
Remove Michigan enhancement grants (0Ne-time) ..........ccccovvvveeeiiiieeeniiiieeees (35,897,000) (35,897,000)
Going pro funding (one-time; FY19=$40.9 mMillion) ..........cccovvieiiiiiiiieneeeeee (5,500,000) (5,500,000)
Business attraction (FY19=$110.4 MillioN) ......ccccoeiiiiiiiiiiiii e (5,120,100) (5,120,100)
Remove talent marketing (ONe-tiMe)........cueeiiiiiiiiiiiiiee e (5,000,000) (5,000,000)
Community ventures (FY19=$5 million) .........ccooiuiiiiiiiiiiiiiie e (3,300,000) (306,700)
Remove special grants (ONE-TIMe) ........coiiuiiiiiiiiieei e (2,700,000) (2,700,000)
Technical adjustments (NON-GF).........occuiiiiiiiiie e (1,653,900) 0
Entrepreneurship eco-system (FY19=3$18.4 million)........ccccccevvvveeeiiiiieeniiienenns (1,500,000) 0
Arts and cultural grants (one-time; FY19=$10.12 million).........c.ccccocveevrieeeennnn (1,000,000) (1,000,000)
Remove protect and grow funding (0Ne-time).........ccccceeviiiiiiiiiiiee e (1,000,000) (1,000,000)
Land bank fast track authority (FY19=$4.1 million)..........cccceevriiiiiiiiiieiiiiieens (1,000,000) (1,000,000)

Technology, Management, and Budget
Remove Michigan infrastructure fund (ONe-time).........ccoceeeiiiiei e (35,000,000) (35,000,000)
Reduce IT investment fund (FY19=$40 MillioN).........ccceviiiiiiiiiiiiiiiieee e (32,500,000) (32,500,000)
Reduce drinking water emergency to $100 reserve placeholder (one-time)..... (24,999,900) (25,000,000)
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Remove Michigan.gov content management (ONe-time) .........ccccevviieeeiiiiieeenns
Remove public safety communication equipment (one-time) ...........cccccoveveeeene
Reduce homeland/cyber security (FY19=$15,231,300) ......ccevverinirrerreenneeannns
Remove SIGMA transition support (0NE-tiMe) .........ccceeeeriiieeeniiiieeee e
Remove FY 2016-17 MAIN closeout (ONe-time) .........ceevviiiieriiiieeeiiiiiee e
Remove citizen centric info tech initiative (ONe-time)..........cccveiiiiiieiiiieeees
Remove school reform office info system (one-time)..........cccoocvveeiiiiieeniiieeens
Remove vendor tracking pilot (ONE-TIMe) .........cueveiiiiiiiiiiiiee e
Remove supplemental funding for MDOT MIiTRIP..........ccocciiiiiiiiiiiiiicieeeee
Reduce state police retirement system payment ............occveeviiieeeiiiiieeeeniieeeens
Adjust professional development funds ...........cccooviiiiiiiie e
Transportation
Federal funding redUCTIONS ..........eiiiiiiiei it
Permanent reduction of TEDF Category A .......ccueeeiiiieiiiiiiee e
Debt service adjuUSIMENES ........c.uviiiiiiiiiciiie et
Remove FY 2017-18 culvert mapping supplemental.............cococeeiiiiiiinniinnnns
Aviation program adjuStMENTS..........eeiiiiiiiieiiiee e
Treasury-Operations
Remove info tech services and projects (0Ne-timMe) .........ccceeviiieeeiiiiieeeniiiieeees
Remove FY 2017-18 Michigan infrastructure council supplemental..................
Reduce city income tax admin (one-time; FY19=%$9.9 million)................ccceees
Remove urban search and rescue (0Ne-tIMe) .........coceeiriiieeiiiiiee e
Savings from administrative effiCienCies ..........cccvviiiiiii
Remove financial data analytic tool reimbursement .............ccccccoeieeeiiiiiinnnen,
Adjust restricted fUNGS.........ooiiiii e
Remove beat the streets fuNAiNg .........oooviiiiiiiiie e
Treasury Revenue Sharing
Reduce per capita cities, villages, townships funding (one-time) .............c........
Reduce statutory cities, villages, townships funding (one-time) .............ccccc.....
Reduce county revenue Sharing .........ccooivveeiiiiiieeiiiie e
TOTAL FUNDING ELIMINATIONS/REDUCTIONS .....coiiiiiiiiiiiiieiiie i s

Gross GF/GP
(6,171,300) (6,171,300)
(5,000,000) (5,000,000)
(4,700,000) (4,700,000)
(2,413,200) (2,413,200)
(2,087,600) (2,087,600)
(2,000,000) (2,000,000)

(353,000) (353,000)
(300,000) (300,000)
(100,000) (100,000)
(87,000) (87,000)
(50,000) 0

(21,045,600) 0

(13,000,000) 0
(9,502,300) 0
(2,000,000) 0

(404,800) 0
(2,000,000) (2,000,000)
(1,500,000) 0
(1,500,000) 0

(900,000) (900,000)

(750,000) (750,000)

(500,000) (500,000)

(158,700) 0

(100,000) (100,000)
(6,200,000) (6,200,000)
(5,800,000) 0
(2,179,100) (2,179,100)

($1,784,040,600)  ($401,946,500)
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Table 14

FY 2018-19 GOVERNOR'S APPROPRIATION RECOMMENDATION
FUND SHIFTS TO INCREASE/(REDUCE) GF/GP

Budget Area/Program GF/IGP
Agriculture
Replace GF with fertilizer control fund revenUEe............ccoeeeeiiiiee e ($200,000)
Health and Human Services
Expiration of one-time HICA balanCe.........ccccoeeviiiiiiiieiie e 60,048,800
Title XIX match rate dropping from 64.78% t0 64.45% .........cccccccvvreeeeeeiiiiiineeeeenn, 37,984,100
Healthy Michigan Plan match rate dropping from 94.25% t0 93.25% .........c.ccccceeeuus 32,971,200
Replace Healthy Michigan Fund revenue with GF .............ccccovi i, 14,252,500
Money-follows-person matCh reduction .............coccciiieiiee i 2,459,600
Title XXI match rate dropping from 98.35% t0 98.12% .......cccovvvcvvrierereeeiiiiiiiieeeeenn, 588,000
Replace GF with Medicaid Benefits Trust Fund revenue ..........ccccccceeviciviieeeeeeeninns (38,250,000)
Savings from shift of cases to Healthy Michigan Plan............cccccoveeveiiiiiciiieeennn, (13,995,000)
Replace GF with Merit award trust fund ..........c.ccocciiiiiie e (2,000,000)
Higher Education
Replace GF with School Aid FUNd reVENUE...........c.cvveeieeeeeeciiiieeeee e (120,000,000)
Judiciary
Replace GF with Court fee fund revVeNUE .........ccoooeeeii i, (500,000)
School Aid
Replace GF with School Aid FUNd revenuUe.........cccoooeieiiieie e, (135,611,700)
State
Replace GF with Transportation administration collection fund revenue ................ (1,148,300)
Talent and Economic Development
Replace penalty and interest revenue with GF in going pro program ..................... 25,000,000
Replace entrepreneurship 21st century revenue with GF ..o, 500,000
Replace GF with penalty and interest revenue in colleges skilled trades ............... (4,600,000)
Replace GF with 21st century revenue in business attraction program.................. (2,000,000)
Technology, Management, and Budget
Correct statewide cost alloCation ............ocoeveiiii i, (45,100)
TOTAL GF/GP FUND SHIFTS ... ($144,545,900)
Table 15
FY 2018-19 GOVERNOR'S APPROPRIATION RECOMMENDATION
PROGRAM TRANSFERS
Budget Area/Program Gross GF/GP
Office of the Great Lakes (23.0 FTES)
From: Department of Environmental Quality ...........ccccoooviieeiiineiienns ($11,743,600) ($917,700)
To: Department of Natural RESOUICES..........cccovviieiiiiiiieiiee e 11,801,800 929,600
School Reform Office (11.0 FTES)
From: Department of Technology, Management, and Budget............. (3,353,800) (3,353,800)
To: Department of EQUCALION ..........coevvveviiiiiiiiiiiieeeeeeeeeeeeeeeeeeeeeeeeeee, 3,351,000 3,351,000
Early Literacy Administration
From: SChOOI Al ......cooeiieeeeee e (2,000,000) (1,000,000)
To: Department of EQUCALION .........coocuiiiiiiiiiieiiiieee e 1,000,000 1,000,000
Project UNIFY (Special Olympics)
From: Department of Health and Human Services ...........ccccccvvvveeeenns (500,000) (500,000)
To: Department of EQUCALION .........coocuieieiiiiiieiiiic e 500,000 500,000
Division of Deafness Fund (Interpreter Certification)
From: Department of Civil Rights ... (93,400) 0
To: Department of Licensing and Regulatory Affairs ..........ccccccovinnnee. 93,400 0
TOTAL PROGRAM TRANSFERS..........ccoooiiiiiiiiiic i $55,400 $9,100




FY 2018-19
School Aid
Budget Changes



School Aid

Overall, the Governor is recommending a Gross appropriation increase of $51.7 million compared
with current law, or a $62.8 million increase compared with revised projected FY 2017-18 spending.
The recommendation would decrease GF/GP support of the budget by $170.0 million, from $215.0
million in current law to $45.0 million in FY 2018-19 (and also would include a GF/GP reduction in
the current fiscal year, discussed under Proposed Supplemental, below).

Proposed Supplemental

The Governor's FY 2017-18 supplemental request (2018-5) would reduce GF/GP support of the
School Aid budget from $215.0 million to $78.0 million, a reduction of $137.0 million. This reduced
GF/GP support would be replaced with School Aid Fund (SAF) revenue.

In addition, the supplemental would decrease Gross appropriations by $11.2 million, consisting of
negative net cost adjustments throughout the budget to align appropriations with anticipated
spending levels. The negative $11.2 million is based on consensus pupils and cost adjustments,
developed in January 2018. The specifics of the supplemental are decreased costs of $24.3 million
for foundation allowance payments and $2.0 million for renaissance zone reimbursements, and
increased costs of $11.5 million for cash flow borrowing, $3.2 million for special education, $306,900
for school lunch, and $100,000 for promise zone reimbursement.

Foundation Allowance

The Governor is recommending an increase ranging from $120 per pupil for districts with foundation
allowances at or above the basic foundation (which is $8,289 for FY 2017-18), up to $240 per pupil
for districts at the minimum foundation allowance (which is $7,631 for FY 2017-18). The proposal
uses the "2x" formula, which provides double the dollar increase to districts at the minimum
compared with the dollar increase for districts at or above the basic, with districts between the
minimum and the basic getting something between "1x" and "2x". Under the proposal, the basic
would increase to $8,409 and the minimum to $7,871. The total cost of the proposal is $312.0 million.

In addition, the Governor is proposing a 25% reduction in the foundation allowance of cyber schools
(i.e., those public school academies that were issued a contract under the Revised School Code to
operate as a school of excellence that is a cyber school); this proposal would save the State an
estimated $25.0 million.

At Risk
The Governor is proposing to maintain funding for the At Risk program at $499.0 million.

Michigan Public School Employees' Retirement System (MPSERS)

The Governor is proposing to continue the lowering of the assumed rate of return (AROR) in the
closed MPSERS plans from 7.75% to 7.5%. (The new hybrid plan, established in 2017, assumes a
6.0% rate of return.) In MPSERS, the first quarter-point reduction was funded in FY 2017-18, and FY
2018-19 represents the second quarter-point reduction in the AROR. (Also, the retirement system board
adopted a policy where gains exceeding the AROR would be used in future years to further "buy down"
the AROR. For FY 2019-20, the MPSERS AROR is projected to decline to 7.05%.)

The increase in the K-12 budget cost for FY 2018-19 related to MPSERS totals $125.6 million. The
cost is broken into three parts: $71.9 million for the increase in cost on the "old" debt, paid for by the
State via the MPSERS rate cap, $39.2 million for the increase in the "normal” cost for service earned
in the future, and $14.5 million for additional defined contribution (DC) costs related to Public Act 92
of 2017 (which increased the employer matching contributions under the optional DC plan). The
normal cost is generally paid by the employer, but the Governor's proposal uses one-time funding to
cover the increase in the normal cost for FY 2018-19. (There will be an additional increase in "normal”
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costs in FY 2019-20 when the AROR declines to 7.05%, but the Governor's recommendation for FY
2019-20 does not address those costs.)

New Programs

The Governor's budget proposal includes $5.0 million for a new per-pupil payment to districts for
students in career and technical education (CTE) courses, as well as $5.0 million for Early On and
$500,000 for special education mediation and parental supports, recommended by the Special
Education Taskforce.

Increases in Existing Programs

In addition to the increases mentioned earlier for the foundation allowance and MPSERS, the budget
proposal includes an increase of $23.1 million for special education, $17.5 million for cash flow
borrowing costs, $2.0 million for partnership model districts, $1.5 million for promise zone
reimbursements, $648,900 for school lunch, and a couple of other smaller increases.

Program Reductions or Eliminations

The Governor is proposing to reduce the amount of funding in the budget for shared-time programs.
In a shared-time program, a nonpublic or home-schooled student participates in one or more non-
core public school classes, generating payment for the public school, which is able to count that
student in membership. The current estimate of the FY 2017-18 State cost of shared-time programs
is $132.0 million; the Governor's budget would cap the FY 2018-19 funding for any particular district
at an amount equal to 5% of the district's non-shared time pupil count, and also would eliminate
kindergarten from the list of eligible grades in which shared-time pupils may be counted. These two
proposals would save the State an estimated $67.9 million if implemented.

The Governor is proposing to eliminate the $200.0 million one-time additional payment toward
MPSERS unfunded accrued liabilities, the $12.5 million appropriated for CTE equipment upgrades,
$4.0 million for computer adaptive tests, $2.5 million each for nonpublic schools mandates
reimbursement, Michigan Education Corps, and value-added growth and projection analytics, along
with a number of other programs. The Governor would reduce Flint Declaration of Emergency
funding from $8.7 million to $3.2 million, and assessment funding by $3.7 million. The budget
proposes a number of cost adjustments, including savings in the foundation allowance due to
declining pupils and increasing taxable values, a small reduction in Federal grants anticipated to be
received, and other adjustments.

Other Items of Note

The proposed budget continues the $72.0 million from the Community District Trust Fund to support
the foundation allowance of the Detroit Public Schools Community District. The Governor's
recommendation for the overall Education omnibus continues to fund the Community Colleges
budget entirely out of School Aid Fund revenue and increases SAF support of the Higher Education
budget. Total School Aid Fund support of postsecondary budgets under the Governor's
Recommendation is $783.5 million ($398.6 million for Community Colleges and $384.9 million for
Higher Education), an increase of $150.9 million above the FY 2017-18 level. The MPSERS changes
mentioned above are carried into the Community Colleges and Higher Education budgets.
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Table 16

FY 2018-19 GOVERNOR'S GROSS APPROPRIATION RECOMMENDATION
K-12 SCHOOL AID APPROPRIATION CHANGES
(millions of dollars)

FY 2017-18 Year-to-Date GroSS APPropriationS..........ceeeiuereeiiiereeiiieeeseiieeesseieeeeeeieeessieeee e
FY 2018-19 Governor's Recommended Gross AppPropriationS..........cccceevvvvrieeeieesniiinineeneeennns
Net Change in School Aid APProPriatioNS...........uiiiieiiiiiiiiiiie e

Recommended Appropriations for New Programs:
Career and technical education per-pupil PaymMents ..........ccccceeiiiiiieiiiiee e
Special education taskforce - Early ON .........ceiiiiiiiiiiiiiie e
Special education taskforce - mediation and parental SUPPOIS.........ccoccceveeiiiereeiiieeennnnnn.
Subtotal Appropriations for NEW ProgramsS..........c.uuueeiiiiiiiiiiiiieiee i siiiieee e snnaeeees
Recommended Appropriation Increases in Existing Programs:
Foundation allowance: $120 to $240 per-pupil iNCrEASE .........ccvveerveiriieeiiie e
MPSERS rate cap on unfunded accrued liabilities ...,
MPSERS normal cost increase due to lowered assumed rate of return (AROR) ..............
Y o CTeI T LI =T [§ o3 L1 o] o ISR
Cash flow DOITOWING COSES.......cuuviiiiiii et e e s ee e e e e e s
MPSERS enhanced DC costs under PA 92 0f 2017 .......coooiiiiiiiiiiiiiiiieeeeee e
Partnership Model diSIFICLS ........uuiiiiiieii e e e
Promise zone reimMbUISEMENT........coooiiiiiiiiiiie e
S To] pTo Lo N 11 0 Tod o PP UT PP PP
MISTEM €XECULIVE QIFECION........uiiiiiieiiiiiiieiee et e e
[ SToTe] 0001102 PSP OTPRPTPN
MISTEM adViSOrY COUNCIl .....c.ueeiiiiiiieiee et e e
Subtotal Appropriation Increases in EXiSting Programs ...........cccoouviiiiiierieenniniiiiee e
Recommended Appropriation Eliminations or Reductions:
Eliminate MPSERS one-time extra payment on unfunded accrued liabilities ....................
Technical foundation allowance cost adjuStMENLS ...........cevvieiiiiiiiiiiiee e
Shared-time fuNding rEAUCTION ........coiiiiiiiiiiie e
Cyber school foundation allowance reduCtion..............ceveeiiiiiiiiiieie e
Eliminate CTE equipmMeNt UPGIadES.........uueiiiiieiiiiiiiieee e e e et eee e e e st e e e e e e e e e e e
Flint Declaration of EMergency redUCON...........oociuiiiiiiee it
Eliminate funding for computer adaptive 8SSESSMENIS ........c.ccevriereiiirieienieee e
Assessment fUNAING FEAUCLION .........ouuuiiiiiie e e e e e e s snnnes
Eliminate reimbursement for nonpublic schools mandates ..............ccococceeviceieicec e,
Eliminate Michigan EdUCAtION COMPS........uuuiiiiieiiiiiiiiieee e sriiiiee e e sirree e e e e sarraeee e e e e
Eliminate value-added growth and projection analytiCs...........cccoccvverrcriereniee e
Eliminate information technology CertifiCations ..........ccccccoo i
Reduction in anticipated Federal grantS...........ccocuvrerriieieiiieee e
Reduction in renaissance zone reimbursements (technical) ..........ccccoocvvieerieeiniiiiiiieneeennn
Eliminate funding for year-round SChOOIS grants ............ccccoevvveiiiiiee e
Eliminate funding for financial data analysis tOOIS.............cccccuviiiiiii i
Eliminate funding for CTE COUNSEIONS ........cocviiiiiiiiee e
Eliminate funding for online algebra tool ...
Eliminate funding for online mathematics t00l..............cccooiiiii i
Eliminate funding for career prep and readiness platform..........ccccccoovviiiieniiiciiieene e,
Transfer early literacy administrative funding to MDE ............ccccoiiiiiiiiiiii e
Eliminate funding for competency-based education grants.........c.cccccoecvvieereeenniiciiieeneeeenn
Eliminate funding for cybersecurity COMPEtItioNS ............coovviiiiiiiiiec e
Eliminate funding for 10 CentS @ Meal..........cceviiiiiiieiiiiei e
Eliminate funding for Detroit Area Precollege Engineering Program (DAPCEP) ...............
Eliminate funding for nonpublics in FIRST RODOLICS .........coccoiiiiiiiiii e,
Eliminate funding for digital assessment preparation ............ccccccveeeeiiiiviieeeeee s
Eliminate funding for Van Andel Education INSHtULe............cccceiiiiiieiniieeeneee e
Eliminate funding for early learning collaborative ..............ccccuviviiiieiiiiiciie e
Eliminate conductive learning CeNter STUAY ..........ccvveiirieieiiiiee e
Eliminate restaurant and culinary training grant ..........ccccccoeiiiieenee e
Subtotal Appropriation Eliminations or REAUCTIONS ............ccviiiiiiiiiiiie e

TOTAL RECOMMENDED APPROPRIATION CHANGES ...t

$14,584.3
14,636.0
$51.7

$51.7
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Proposed Fee Adjustments

Solid Waste Disposal Fees

The FY 2018-19 budget proposes one fee increase, which would raise a total of $73.9 million in
revenue from an increase in solid waste disposal fees, commonly referred to as "tipping fees", in
the Department of Environmental Quality (DEQ). The fee is currently 12 cents per cubic yard,
which is equivalent to about 36 cents per ton, depending on the type of waste. The proposal would
eliminate the current fee and replace it with a fee of $4.75 per ton, which would increase fee
revenue from about $5.0 million to $79.0 million per year. Under the proposal, fee revenue would
be used by the DEQ as follows:

$45.0 million for environmental cleanup and brownfield redevelopment

$15.0 million for recycling grants

$5.0 million for water quality monitoring

$5.0 million for State park infrastructure

$1.5 million for asbestos disposal oversight and landfill gas monitoring

$1.5 million for materials management planning with local units of government
$6.0 million for the existing solid waste management program

The Governor's budget recommendation also includes fee adjustments that would not have a
budgetary impact until FY 2019-20. These include a fee increase on community water suppliers
in the DEQ budget, and the elimination of a number of fee sunsets totaling about $16.5 million of
revenue in the Department of Licensing and Regulatory Affairs budget. The proposed fee
increases on community water suppliers would support the following: integrated asset
management, addressing infrastructure failures that threaten public health and the environment,
and grants and loans to community water suppliers for capital improvements, including lead
service line replacement. The proposal would not begin to generate revenue until FY 2019-20,
when it is projected to generate about $25.2 million, and then the revenue would increase over
the following five years. Although the increased fees would not take effect until FY 2019-20,
proposed legislation will be requested prior to that time, as the proposal would require community
water suppliers to remit certain data to the DEQ to allow the DEQ to administer the fee.

Driver Responsibility Fees

The Governor’'s recommendation includes a proposed phase-out of driver responsibility fees by
the end of FY 2018-19. The proposal would sunset new assessments beginning October 1, 2018,
provide forgiveness of certain outstanding debts, offer amnesty for other selected debts, and allow
drivers to seek reinstatement of their suspended licenses before all fees were paid. The
provisions would eliminate the revenue source used to fund Fire Protection Grants, and reduce
General Fund revenue by $4.5 million in FY 2017-18, $15.5 million in FY 2018-19, and $9.0 million
in FY 2019-20. As discussed below, the loss of revenue for Fire Protection Grants would be offset
by modifying distributions of personal property tax reimbursement revenue made by the Local
Community Stabilization Authority.
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Proposed Revenue Adjustments

Personal Property Tax Reform

Personal property taxes (PPTs) were substantially changed by legislation enacted in 2012, amended in
2013 and 2014, and then made effective by voter approval in 2014. To reimburse local governments that
had a lower property tax base as a result of the PPT exemptions and thus received less property tax
revenue, the Local Community Stabilization Authority (LCSA) was created. The LCSA is required to levy a
fixed dollar amount of the use tax and then distribute that revenue to compensate local governmental units
for reduced personal property tax revenue according to a statutory formula.

The Department of Treasury determined that the reimbursements due in FY 2017-18 for calendar year
2017 taxes total $374.1 million. Of that amount, $135.4 million is payable to Tier 1 municipalities for
millage guaranteed at 100%. The remaining funds available to be distributed to Tier 2 municipalities
total $238.7 million. Of the Tier 2 amount, only $81.6 million is needed to reimburse the eligible local
units for all of their qualified loss. The remaining $157.1 million is in excess of the qualified losses. The
amount of money necessary to reimburse local governments for Tier 2 millage was overestimated at
the time the PPT package was enacted. The statute, however, requires the funds to be distributed.
The payments are made according to a statutory schedule with most of the payments distributed in
November 2017, and the remaining distribution scheduled for February 2018.

The Governor's recommendation characterizes the $157.1 million in reimbursements in excess of
100% of the qualified loss as "bonus payments” that can be regarded as funds that reduce the need
for FY 2018-19 State appropriations in certain budget areas. The proposed budgets for community
colleges and revenue sharing note that the PPT bonus payments are available to many local units of
government to offset increased costs in other areas. Not every community college and local unit of
government, however, receives this additional payment.

The Governor's recommendation also proposes legislation to modify the distribution of Tier 2
payments in excess of qualified losses. The new formula would not allocate any excess revenue to
libraries or authorities, and the excess revenue would first be reduced by an amount necessary to
guarantee full funding of Fire Protection Grants. (Fire Protection Grants are partially funded by driver
responsibility fees, which the recommendation would phase out by the end of FY 2018-19.) After
funding Fire Protection Grants, the proposed formula would divide the remaining revenue across the
remaining types of local units (counties, cities, villages, townships, and community colleges) based on
their average share of excess revenue during the last two years. As a result, counties would receive
30% of the excess revenue after Fire Protection Grants were funded, while cities would receive 48%,
villages 2%, townships 5%, and community colleges 15%. Excess revenue to individual community
colleges would be distributed based on their share of State appropriations, while distributions to other
local units would be made on a per-person basis, according to a unit's revenue sharing population.

Redirection of Transportation Economic Development Fund (TEDF) Revenue

The Governor's Department of Transportation budget proposal would redirect $13.0 million of TEDF
funding reserved for Category A (targeted industries) to the State General Fund. Category A funds are
used for improvements that will result in economic development for the local area of a project. To qualify
for funding, a Category A project must relate to one of the following industries: agriculture; tourism;
forestry; high-tech research; manufacturing; mining; office centers of not less than 50,000 square feet;
and medical research/tourism facilities of not less than 50,000 square feet.

The FY 2017-18 appropriation for TEDF Category A projects is $19,059,500. The proposed $13.0
million redirection of Category A funds, coupled with a $615,100 base increase from Michigan
Transportation Fund revenue, would leave the TEDF Category A line with $6,674,600 for FY 2018-19.
It should be noted that this proposed TEDF redirection would require a change in statute.
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Capital Outlay, Community Colleges, and Higher Education

Capital Outlay

The Governor's FY 2018-19 budget recommendation does not include any new planning
authorizations for State agencies, universities, or community colleges. The Governor is proposing
an FY 2017-18 supplemental that would change the State funding for three authorized projects from
State Building Authority (SBA) bonding to a General Fund appropriation. The affected projects
include the Detroit and Grand Rapids Veterans Homes (State share $42.1 million) and the State
Capitol Restoration/Infrastructure Upgrade Project (State share $70.0 million). The SBA estimates
that paying cash for the State share of these projects would result in estimated savings of $48.1
million.

Community Colleges

The Governor's budget recommendation does not include a funding increase for community college
operations, due to additional funding that colleges receive from changes to the personal property
tax. The Governor is recommending that funds allotted based on current personal property tax
calculations be changed so that there is a more equitable distribution of funding. The Governor also
proposes a net increase of $7.3 million from the School Aid Fund (SAF) for MPSERS-related
adjustments, the elimination of $1.0 million GF/GP for FY 2017-18 one-time Michigan Transfer
Network enhancements, and a $600,000 SAF reduction (from $3.1 million to $2.5 million) to
Renaissance Zone reimbursements based on projected costs. Details are included in Table 17.

Higher Education

The Governor's budget recommendation for Higher Education includes a $28.6 million, or 2.0%,
School Aid Fund increase for university operations. Half of the increase would be distributed
proportional to FY 2010-11 appropriations and half would be distributed based on performance
metrics. Tuition restraint for resident undergraduate students is recommended at the greater of a
3.8% or $490 increase. Michigan State University AgBioResearch and Extension would receive a
2.0% increase of $1.3 million. Michigan Public School Employees Retirement System
reimbursements and hold-harmless payments would be reduced by a net $1.3 million SAF, from $7.1
million to $5.8 million. The Tuition Incentive Program would be increased by $1.5 million Federal,
from $58.3 million to $59.8 million, based on program need. Competitive Scholarships would be
increased by $6.0 million GF/GP, from $26.4 million to $32.4 million; and Tuition Grants decreased
by $6.0 million GF/GP, from $38.0 million to $32.0 million. The Tuition Grant per-student maximum
award is proposed to be increased from a minimum of $2,000 to $2,100, while the cap on Tuition
Grant payments per institution would be increased by $700,000, from $3.5 million to $4.2 million.

Table 18 provides details of the Higher Education recommendation.
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Table 17

FY 2018-19 COMMUNITY COLLEGE APPROPRIATIONS:

GOVERNOR'S RECOMMENDATION

FY 2018-19 Governor's Recommendation

FY 2017-18 Percent

College Year-To-Date Adjustments  Appropriation Change

Alpena $5,627,500 $0 $5,627,500 0.0%
Bay de Noc 5,589,000 0 5,589,000 0.0%
Delta 14,990,700 0 14,990,700 0.0%
Glen Oaks 2,601,400 0 2,601,400 0.0%
Gogebic 4,715,400 0 4,715,400 0.0%
Grand Rapids 18,556,800 0 18,556,800 0.0%
Henry Ford 22,299,200 0 22,299,200 0.0%
Jackson 12,590,100 0 12,590,100 0.0%
Kalamazoo Valley 12,948,700 0 12,948,700 0.0%
Kellogg 10,143,600 0 10,143,600 0.0%
Kirtland 3,289,400 0 3,289,400 0.0%
Lake Michigan 5,523,600 0 5,523,600 0.0%
Lansing 32,324,200 0 32,324,200 0.0%
Macomb 33,863,600 0 33,863,600 0.0%
Mid Michigan 4,968,900 0 4,968,900 0.0%
Monroe 4,665,500 0 4,665,500 0.0%
Montcalm 3,446,300 0 3,446,300 0.0%
Mott 16,258,100 0 16,258,100 0.0%
Muskegon 9,203,000 0 9,203,000 0.0%
North Central 3,353,200 0 3,353,200 0.0%
Northwestern 9,508,900 0 9,508,900 0.0%
Oakland 21,905,700 0 21,905,700 0.0%
Schoolcraft 12,991,300 0 12,991,300 0.0%
Southwestern 6,860,700 0 6,860,700 0.0%
St. Clair 7,300,100 0 7,300,100 0.0%
Washtenaw 13,631,400 0 13,631,400 0.0%
Wayne County 17,338,300 0 17,338,300 0.0%
West Shore 2,556,300 0 2,556,300 0.0%
Subtotal Operations: $319,050,900 $0 $319,050,900 0.0%
MPSERS Retiree Health Care 1,733,600 0 1,733,600 0.0%
MPSERS Reform Costs 70,805,000 4,495,000 75,300,000 6.3%
Renaissance Zone Reimbursements 3,100,000 (600,000) 2,500,000 (19.4%)
MI Transfer Network Enhancements (one-time) 1,025,000 (1,025,000) 0 (100.0%)
MPSERS Normal Cost Offset (one-time) 3,612,000 2,819,000 6,431,000 78.0%
Total Appropriations: $399,326,500 $5,689,000 $405,015,500 1.4%
State School Aid Fund 398,301,500 6,714,000 405,015,500 1.7%
GF/GP $1,025,000 ($1,025,000) $0  (100.0%)
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Table 18: FY 2018-19 HIGHER EDUCATION APPROPRIATIONS: GOVERNOR'S RECOMMENDATION

Formula Adjustments

FY 2017-18 Metrics Total Dollar
Year-To-Date| Proportional to Critical Research & based on Formula Other FY 2018-19 Change From  Percent Appropriation

University Appropriation FY 2010-11 Skills Development Carnegie Peers Distribution Changes Gov. Rec. FY 2017-18 Change Per FYES
Central $85,654,400 $805,831 $145,914 $15,721 $791,249 $1,758,700 $87,413,100 $1,758,700 2.1% $4,327
Eastern 75,169,900 764,542 166,606 5,118 870,986 1,807,300 76,977,200 1,807,300 24 4,602
Ferris 53,595,500 488,929 273,556 0 617,870 1,380,400 54,975,900 1,380,400 2.6 4,724
Grand Valley 70,100,100 623,253 246,801 0 1,083,375 1,953,400 72,053,500 1,953,400 2.8 3,150
Lake Superior 13,775,000 127,657 33,947 0 51,786 213,400 13,988,400 213,400 1.5 7,248
Michigan State 281,239,100 2,852,821 576,106 369,240 1,231,666 5,029,800 286,268,900 5,029,800 1.8 6,230
Michigan Tech 49,052,200 481,940 164,009 62,637 187,141 895,700 49,947,900 895,700 1.8 7,510
Northern 47,137,400 453,944 106,260 0 306,972 867,200 48,004,600 867,200 1.8 6,966
Oakland 51,235,900 510,470 239,430 13,313 816,981 1,580,200 52,816,100 1,580,200 3.1 2,957
Saginaw Valley 29,766,100 278,767 87,832 0 394,140 760,700 30,526,800 760,700 2.6 3,867
UM-Ann Arbor 314,589,100 3,180,347 561,008 905,443 1,539,429 6,186,200 320,775,300 6,186,200 2.0 7,014
UM-Dearborn 25,421,900 248,654 85,501 0 314,672 648,800 26,070,700 648,800 2.6 3,776
UM-Flint 23,061,800 210,156 108,259 0 203,840 522,300 23,584,100 522,300 2.3 3,662
Wayne State 199,169,800 2,153,770 170,603 191,499 675,324 3,191,200 202,361,000 3,191,200 1.6 8,990
Western 109,376,800 1,102,321 208,258 24,074 436,835 1,771,500 111,148,300 1,771,500 1.6 5,698
Subtotal University Operations: $1,428,345,000 $14,283,400 $3,174,090 $1,587,044 $9,522,267 $28,566,800 $0  $1,456,911,800 $28,566,800 2.0% $5,610
MPSERS Reimbursement $6,705,000 ($1,572,000) $5,133,000 ($1,572,000) (23.4%)
MSU AgBioResearch 33,913,100 678,300 34,591,400 678,300 2.0
MSU Extension 29,252,600 585,100 29,837,700 585,100 2.0
Higher Education Database 200,000 0 200,000 0 0.0
Midwest Higher Ed Compact 115,000 0 115,000 0 0.0
King-Chavez-Parks 2,691,500 0 2,691,500 0 0.0
MPSERS Normal Cost Hold Harmless (one-time) 419,000 250,000 669,000 250,000 59.7
Total Universities $1,501,641,200 $14,283,400 $3,174,090 $1,587,044 $9,522,267 $28,566,800 ($58,600) $1,530,149,400 $28,508,200 1.9%

School Aid Fund 238,343,500 14,283,400 3,174,090 1,587,044 9,522,267 28,566,800 118,678,000 385,588,300 147,244,800 61.8

State GF/GP $1,263,297,700 $0 $0 $0 $0 $0 | ($118,736,600) $1,144,561,100 ($118,736,600) (9.4%)
Grants and Financial Aid
State Competitive Scholarships $26,361,700 $6,000,000 $32,361,700 $6,000,000 22.8%
Tuition Grants 38,021,500 (6,000,000) 32,021,500 (6,000,000) (15.8)
Tuition Incentive Program (TIP) 58,300,000 1,500,000 59,800,000 1,500,000 2.6
Children of Veterans & Officer's Tuition 1,400,000 0 1,400,000 0 0.0
Project Gear-Up 3,200,000 0 3,200,000 0 0.0
North American Indian Tuition Waiver 300,000 (300,000) 0 (300,000) (100.0)
Total Grants/Financial Aid $127,583,200 $1,200,000 $128,783,200 $1,200,000 0.9%

Federal Higher Ed Act 3,200,000 0 3,200,000 0 0.0

Federal TANF 108,326,400 1,500,000 109,826,400 1,500,000 1.4

Veterans Tax Check-off 100,000 0 100,000 0 0.0

State GF/GP $15,956,800 $0 $0 $0 $0 $0 ($300,000) $15,656,800 ($300,000) (1.9)
TOTAL HIGHER EDUCATION
TOTAL ALL FUNDS $1,629,224,400 $14,283,400 $3,174,090 $1,587,044 $9,522,267 $28,566,800 $1,141,400  $1,658,932,600 $29,708,200 1.8%
TOTAL FEDERAL 111,526,400 0 0 0 0 0 1,500,000 113,026,400 1,500,000 1.3
TOTAL STATE RESTRICTED 238,443,500 14,283,400 3,174,090 1,587,044 9,522,267 28,566,800 118,678,000 385,688,300 147,244,800 61.8
TOTAL STATE GF/GP $1,279,254,500 $0 $0 $0 $0 $0 | ($119,036,600) $1,160,217,900 ($119,036,600) (9.3%)
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Department of Corrections

The Governor's budget recommendation for Corrections includes $13.7 million to transfer
prisoner food service from a private vendor back to State employees. The increase would allow
the Michigan Department of Corrections (MDOC) to hire 352.0 FTEs to replace the contracted
employees. Of the increase, approximately $6.6 million would be due to stranded legacy costs
that are currently part of the State budget, but would be assigned to MDOC payroll. The budget
proposes $18.9 million in savings from the closure of the West Shoreline Correctional Facility.
The prison population has fallen by almost 3,900 inmates in the past three years, and this
closure, along with the 2016 closure of Pugsley Correctional Facility and the end of the leased
beds program, reflects that decline. The budget also proposes to eliminate $6.0 million in
legislative initiatives that had been added to the budget in recent years. These eliminations
include the Goodwill Flip-the-Script program, the Supervising Region Incentive Program, and a
high school online equivalency pilot program, among others.

Department of Health and Human Services

The Governor's proposed FY 2018-19 budget for the Department of Health and Human Services
(DHHS) is largely a continuation budget on a programmatic basis, with most funding adjustments
tied to base, caseload, and fund sources as well as Federal rule changes. The overall budget is
down $268.9 million Gross but up $162.0 million GF/GP from the year-to-date FY 2017-18
funding level. The main reason for this difference in Gross and GF/GP funding is large negative
Gross base adjustments in lines that have zero or very little GF/GP funding, in particular Food
Assistance Program (FAP) and Healthy Michigan Plan funding.

Base and Caseload Adjustments

The budget is built off the FY 2017-18 year-to-date funding, which does not take into account
very large net FY 2016-17 lapses in the Medicaid program. As such, the FY 2017-18 Medicaid
base is significantly overappropriated, and large, mostly negative adjustments are included in
the Governor's proposed FY 2017-18 DHHS supplemental.

The largest base and caseload adjustments are negative adjustments to the FAP line ($415.1
million, all Federal) and the Healthy Michigan Plan ($192.8 million Gross and $13.0 million
GF/GP). The budget includes adjustments to public assistance programs (savings of $3.0 million
Gross and $6.9 million GF/GP) and child welfare programs (increase of $40.3 million Gross and
$30.2 million GF/GP). The net adjustment for traditional Medicaid outside of Autism Services is
a reduction of $20.5 million Gross and $2.4 million GF/GP.

There is one line that would nearly double from its year-to-date FY 2017-18 funding level:
Medicaid Autism Services funding would increase from $105.1 million to $199.8 million, at a cost
of $33.7 million GF/GP. Although a significant increase was anticipated, it should be noted that
the Governor's proposed FY 2017-18 supplemental assumes that most of this $94.7 million
Gross increase over current funding ($75.6 million Gross) would occur in FY 2017-18. Given
that, it appears that the remaining increase of $19.1 million Gross from the adjusted FY 2017-
18 level to FY 2018-19 would likely be insufficient to cover the continued rapid growth in the line.
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Medicaid Actuarial Soundness

The State is required by the Federal government to reimburse Medicaid managed care
organizations (MCOs) at actuarially sound rates. The Legislature and Governor agreed to an
additional 1.0% increase for Medicaid MCOs that provide physical health services in the FY
2017-18 budget. The Governor's FY 2018-19 budget proposes an additional 1.5% increase for
Medicaid physical health, including dental services, at a total cost, with the 2.5% adjustment
over the original FY 2017-18 funding level, of $146.1 million Gross and $36.1 million GF/GP.
The 1.5% increase itself would cost $89.1 million Gross and $22.2 million GF/GP. Rates for
behavioral health MCOs, the pre-paid inpatient health plans (PIHPs), would be increased by
2.0% in FY 2018-19, at a cost of $51.0 million Gross and $16.5 million GF/GP.

Fund Source Adjustments

The traditional Federal Medicaid match rate would decline from 64.78% to 64.45%, increasing
State costs by $38.0 million GF/GP. The expansion Medicaid (Healthy Michigan Plan) match
rate would decrease from 94.25% to 93.25%, increasing State costs by $33.0 million GF/GP.

One-time carry-forward Health Insurance Claims Assessment (HICA) revenue would no longer
be available, increasing GF/GP costs by $60.0 million. On the positive side, there would be more
revenue available in the Medicaid Benefits Trust Fund, reducing GF/GP costs by $38.3 million.

Hospital Rate Adjustor and Managed Care Rule

The State has made large ($1.45 billion in FY 2016-17) supplemental payments paid through
Medicaid MCOs to hospitals as part of the "hospital rate adjustor" (HRA) process. The State
match dollars for these Medicaid payments are provided through the hospital quality assurance
assessment program (QAAP) tax. The Federal government is forcing the State to phase out the
HRA payments, with a reduction of 10% per year over 10 years. The Federal government also
has made changes to what payments can be made under the HRA even as the payments are
phased out. These changes include making the HRA payments more directly tied to claims and
restructuring payments to better support access to hospital services. The Federal government's
changes would also mean that certain special hospital pools that were mostly passed through
the HMOs to hospitals, such as the $34.3 million rural and sole community hospital pool and the
$11.3 million obstetrics/gynecology (OB/GYN) hospital funding pool, will no longer be eligible for
matching funds.

The Governor's budget proposes increasing the hospital QAAP by $54.2 million in order to
increase the flow of HRA money, payments that meet the new Federal requirements, through to
the hospitals even as this annual 10% annual reduction starts to be implemented. Under the
QAAP statute, the State retains 13.2% of the Federal match related to QAAP revenue. The
retention would result in a $21.2 million GF saving as the State would retain $21.2 million of that
QAAP increase.

Of that $21.2 million, $7.0 million (all GF) would be used to fully restore the OB/GYN pool (which
is presently $3.9 million GF, $7.0 million Federal) to maintain that funding at current levels. While
the Federal match for the rural/sole hospital pool would discontinue, it appears that the shifting
of HRA funding to focus on addressing access issues would help offset that.

The net impact of these changes would be a $198.7 million increase in Gross funding, mostly
due to the increased HRA payments, with net GF/GP savings of $13.4 million.
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New Initiatives

The Governor's budget proposes to continue funding to combat per- and polyfluoroalkyl
substances (PFAS) that have been found at various sites around the State. Total funding would
be just over $8.0 million Gross and GF/GP, a slight drop from FY 2017-18 funding, which
included some one-time laboratory equipment purchases. The budget also would include $4.8
million Gross and GF/GP for local public health to address PFAS, vapor intrusion, drinking water
contamination, and other potential issues. The budget also proposes a $2 per-person per-month
increase in the Family Independence Program (FIP) grant.

One-time funding for efforts to address the Flint water crisis would continue, with continued
funding for lead poisoning prevention, "Double Up Food Bucks", the Children's Health Access
and Michigan Child Collaborative Care programs, lead abatement and investigations, and the
Nurse Family Partnership, among other endeavors.

While not a new initiative per se, the second Healthy Michigan Plan (HMP) waiver required that
certain higher-income HMP recipients who have been on HMP for at least 48 months migrate to
the health exchanges for coverage. The Governor's budget assumes that 10,000 individuals
would shift into the exchanges and that exchange products would be 25.0% more expensive
than HMP coverage, with an assumed cost of $12.0 million Gross and $810,000 GF/GP.

Reductions and Savings Initiatives

The Governor's budget again proposes ending the county hold harmless provision for foster care
payments, for savings of $8.0 million Gross and GF/GP. The proposed budget removes
numerous other legislative initiatives from the FY 2017-18 budget, including funding for a
guardianship rate increase, MedIncentive grants, the Real Alternatives program, the bone
marrow transplant registry, and out-State dental clinics.

Finally, the budget assumes savings in the Medicaid Pharmaceutical Services line from a
proposal to list various drugs on the Preferred Drug List even if those drugs are statutorily
exempted from prior authorization. This apparently would have no impact on the ability of
Medicaid clients to be given prescriptions for these drugs but would lead to increased rebate
revenue ($14.1 million Gross, $5.0 million GF/GP savings).

Boilerplate

As is usually the case, the Governor's budget removes a large amount of boilerplate from the
current-year budget. Section 298, which deals with behavioral health integration pilots, would be
updated to reflect the implementation of those pilots and their continued evaluation.

Summary

The proposed FY 2018-19 budget reflects numerous base and caseload adjustments resulting
in a large reduction in spending, a large increase in Medicaid autism costs, complex adjustments
tied to new Federal rules on hospital payments that flow through MCOs, a small number of new
initiatives, and the removal of numerous FY 2017-18 legislative initiatives.
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Revenue Sharing Payments

The Governor recommends revenue sharing payments of approximately $1.3 billion in FY 2018-
19, an increase of 0.8% or $10.9 million over FY 2017-18 year-to-date appropriations. This
increase is due almost entirely to an estimated $24.7 million increase in constitutional revenue
sharing for cities, villages, and townships (CVTs), offset by a $12.0 million reduction in one-time
funding for CVT "statutory" revenue sharing. There also is a net decrease in payments to
counties of $1.9 million. The grant program for financially distressed cities, villages, and
townships would be funded at the same level in FY 2018-19 as in FY 2017-18. The Governor's
recommendation is shown in Table 19.

Table 19
REVENUE SHARING APPROPRIATION SUMMARY
FY 2017-18 FY 2018-19 Percent

Ongoing/One-Time Appropriations Year-to-Date Gov's Rec. Dollar Change Change
Constitutional Revenue Sharing $807,610,9009 $832,343,800 $24,732,900 3.1%
CVT Revenue Sharing 255,040,000 243,040,000 (12,000,000) (4.7)
County Incentive Program 43,160,400 43,218,800 58,400 0.1
County Revenue Sharing 176,926,800 175,006,700 (1,920,100) (1.1)
Financially Distressed CVTs 5,000,000 5,000,000 0 0.0
TOTAL $1,287,738,100 $1,298,609,300  $10,871,200 0.8%
3 Reflects the January 2018 consensus revenue estimate for sales tax revenue.

Constitutional revenue sharing is estimated at $832,343,800 in FY 2018-19 based on the January
2018 consensus revenue estimates. This would provide CVTs with a 3.1% increase in payments
over the revised FY 2017-18 estimate. Constitutional revenue sharing pays CVTs 15.0% of sales tax
collected at a rate of 4.0%. The funds are distributed on a per capita basis. Each CVT is projected
to receive approximately $84.48 per capita in FY 2018-19.

For CVT revenue sharing ("statutory"), the Governor recommends $243,040,000 in FY 2018-19. This
consists entirely of ongoing funding and removes $12.0 million in one-time funding from FY 2017-
18. Eligibility, payments, and transparency and accountability requirements would remain the same
as in the current fiscal year.

The Governor proposes to reduce revenue sharing payments to counties by 0.9% to $218.2 million.
The County Revenue Sharing line would decrease by $1,920,100 to $175,006,700 and the County
Incentive Program would increase by $58,400 to $43,218,800. This includes the removal of
$2,179,100 GF/GP that was added in FY 2017-18, paired with an increase of $317,400 in revenue
sharing payments to counties to cover the cost of three counties (Antrim, Keweenaw, and Mackinac)
that will return to State-paid county revenue sharing for part-year funding in FY 2018-19. As in prior
years, compliance with accountability and transparency criteria would be required for eligible
counties to receive full payments under the County Incentive Program in FY 2018-19. The last two
counties (Emmet and Leelanau) are projected to return to State-paid revenue sharing in FY 2021-
22 and FY 2022-23, when withdrawals from each county's revenue sharing reserve fund will be
completed.

The Governor's budget maintains the grant program for Financially Distressed Cities, Villages, or
Townships at $5.0 million in FY 2018-19, the same level of funding as in FY 2017-18.
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Department of Transportation

In addition to $150.0 million in income tax revenue earmarked through the 2015 road funding
package, the Governor is proposing $175.0 million GF/GP for roads in FY 2018-19, which would
essentially accelerate the package to the estimated FY 2019-20 funding level. The money is
proposed to be divided pursuant to the Public Act 51 distribution formula, in the following way:

e $68,425,000 for State roads (39.1%),
e $68,425,000 for county road commissions (39.1%), and
e $38,150,000 for cities and villages (21.8%).

Of the portion set aside for State roads, $20.0 million is proposed by the Governor for three new
projects: $6.0 million for connected vehicle technologies to support the installation of dedicated short-
range communications (DSRC) units at three locations in southeastern Michigan and one in the
Upper Peninsula; $3.0 million for hydrogen fuel cell charging stations; and $11.0 million for an
innovative mobility pilot program for seniors and individuals with disabilities.
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Table 20

FLINT DRINKING WATER DECLARATION OF EMERGENCY
SUMMARY OF GROSS AND GF/GP STATE APPROPRIATIONS
FY 2015-16 through FY 2018-19 GOVERNOR'S RECOMMENDATION

FY 2015-16 Year-to-Date FY 2016-17 Year-to-Date FY 2017-18 Year-to-Date* FY 2018-19 Gov's Rec. Cumulative Approps

Department/Budget Area Gross GF/GP Gross GF/GP Gross GF/GP Gross GF/GP Gross GF/GP
Agriculture & Rural Dev. $0 $0 $0 $0 $100 $0 $0 $0 $100 $0
Attorney General 1,300,000 0 5,600,000 3,000,000 2,600,000 0 2,600,000 0 12,100,000 3,000,000
Education 28,285,000 8,685,000 8,050,100 0 100 0 100 0 36,335,300 8,685,000
Environmental Quality 47,253,500 45,776,500 | 110,500,100 5,400,000 31,200,100 18,000,000 100 0 188,953,800 69,176,500
0 0
Health & Human Services 32,097,000 19,600,000 15,138,100 9,094,200 21,541,700 1,680,000 4,621,100 4,621,000 73,397,900 34,995,200
HHS Medicaid Waiver 20,862,600 4,470,700 30,352,500 6,098,100 30,352,500 6,098,100 30,352,500 6,098,100 111,920,100 22,765,000
Licensing & Regulatory Affairs 1,860,000 1,660,000 0 0 100 0 0 0 1,860,100 1,660,000
0 0
Military & Veterans Affairs 2,500,000 2,000,000 0 0 0 0 0 0 2,500,000 2,000,000
Natural Resources 250,000 250,000 0 0 0 0 0 0 250,000 250,000
School Aid 9,200,000 9,200,000 12,630,100 10,142,500 8,730,100 8,730,000 3,230,100 3,230,000 33,790,300 31,302,500
0 0
State Police 6,100,000 6,100,000 3,908,100 0 0 0 0 0 10,008,100 6,100,000
Talent & Economic Dev. 0 0 0 0 0 0 100 0 100 0
Tech, Man, Budget Reserve 18,900,000 18,900,000 10,000,000 10,000,000 25,000,000 25,000,000 0 0 53,900,000 53,900,000
Reserve Fund Withdrawals (977,000) 0 | (26,060,500) 0| (20,700,700) 0 (700) 0 (47,738,900) 0
Tech, Man, Budget 0 0 500,000 0 0 0 100 0 500,100 0
Treasury 44,130,000 44,130,000 14,400,100 0 100 0 100 0 58,530,300 44,130,000
Total $211,761,100 $160,772,200 | $185,018,600  $43,734,800 | $98,724,100 $59,508,100 | $40,803,500 $13,949,100 | $536,307,300 $277,964,200

* Includes FY 2017-18 pending DEQ $29.0 million supplemental (request 2018-3).

Gross GF/GP
Cumulative State Appropriations =  $536,307,300 $277,964,200
Total Reserve Fund Appropriations $53,900,000  $53,900,000

Total Reserve Fund Withdrawals ($47,738,900)
Reserve Fund Balance $6,161,100
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Summary of Other General
Appropriation Issues



State Employee Compensation Changes

Article XI, Section 5 of the Michigan Constitution provides that increases in the rates of compensation
authorized by the Civil Service Commission require prior notice to the Governor, who then transmits the
increases to the Legislature as part of the overall budget recommendation. Within 60 calendar days
after the transmission, the Legislature, by a two-thirds vote of the members elected and serving in each
house, may reject or reduce increases in the rate of compensation authorized by the Civil Service
Commission. Reductions made by the Legislature must apply uniformly to all classes of employees and
cannot adjust pay differentials already established by the Civil Service Commission. Rates of
compensation also cannot be reduced below those in effect at the time the increases are transmitted
to the Legislature.

The Civil Service Commission on December 14, 2016, approved a two-year agreement for wages
and benefits for employees who are exclusively represented by employee unions (AFSCME, MCO,
MSEA, SEIU, and UAW) for fiscal years (FYs) 2017-18 and 2018-19. At that meeting, the Commission
approved a 2.0% general wage increase effective October 1, 2018, for represented employees.
Additionally, contracts will require represented employees to continue to pay 20.0% of their health
care premiums.

The Civil Service Commission, on December 13, 2017, adopted a Coordinated Compensation Plan
for non-exclusively represented State classified employees (NERES) for FY 2018-19. Beginning on
October 1, 2018, NEREs will receive a 2.0% general wage increase. They also will continue to pay
20.0% of their health insurance premium in FY 2018-19. Coordinated Compensation Plans for NEREs
are approved by the Civil Service Commission on an annual basis; thus, a compensation plan for FY
2019-20 will not be considered until December 2018.

Total Gross employee wages and salaries in the FY 2018-19 Governor's budget are an estimated
$3.4 billion, while other total Gross employee benefit costs are an estimated $2.7 billion.

Table 21 provides a summary of the incremental State employee economic cost changes for FY 2018-19
recommended in the Governor's budget, including Gross employee salary increases of $65.6 million.
The State's portion of the cost of longevity payments and employee health insurance is estimated to
increase by $19.7 million for FY 2018-19. The amount that needs to be contributed to the State
employee retirement systems in FY 2018-19 results in an increase in costs. Retirement contributions,
excluding payments for legacy pension costs, will increase $3.7 million Gross and $1.5 million GF/GP.
Other employee retirement costs (OERC), including legacy pension costs and retiree health care
costs, for FY 2018-19 will be more than the costs in FY 2017-18. Gross increases for OERC
will total $11.6 million or $5.0 million GF/GP. The total GF/GP impact of economic adjustments for FY
2018-19 is an increase of $56.2 million.

Table 21
FY 2018-19 STATE BUDGET RECOMMENDATION
ECONOMIC ADJUSTMENTS INCLUDED IN BUDGET
(millions of dollars)

Gross GF/GP
Wages and Salari€S........coouiiiiiiiiiiic e $65.6 $35.5
Longevity and Employee Insurance COStS ..........ccccvvveeeeeeeiiicviiineeeeeennn 19.7 9.9
Retirement ContribUtioNS ...........cooiiiiii e 3.7 15
Other Employee Retirement Costs (OERC) ........cooiveriiiieiiieeenieeeiees 11.6 5.0
Workers' COmMPENSAtION.........cciiieiiiiiiiiiiieee e e e e e e e e e e 0.5 0.5
All Other ECONOIMICS .....uviiiiiiiiiee ettt 7.7 3.8
TOTAL ECONOMICS ..ottt snra e $108.8 $56.2




Employer Retirement Contribution Rates

A significant aspect of the State budget, as well as the budgets of K-12 school districts and
community colleges, is the amount employers are required to pay into the retirement accounts of
their employees. The Governor's budget includes the required employer contribution rates to the two
largest plans: the State Employees' Retirement System (SERS) and the Michigan Public School
Employees' Retirement System (MPSERS). The State also has retirement plans for State Police,
Judiciary, and the Legislature, but those systems are not discussed here as they are much smaller
in scale. Public Acts 300 of 2012 and 136 of 2016 implemented a cap on the rate school employers
in MPSERS pay toward the unfunded accrued liabilities in the system, and Public Act 92 of 2017
implemented a cap on the rate employers pay toward the optional defined contribution plan, with any
payments above the cap paid by the State.

Lowering the Assumed Rate of Return (AROR)

Beginning in FY 2017-18, as reflected in Tables 22 and 23, the assumed rate of return (AROR) in most
of the State's retirement plans was lowered from 8% to 7.5%. The AROR for MPSERS was lowered
one-quarter point to 7.75%. Continuing in FY 2018-19, the MPSERS AROR is reduced another one-
guarter point, from 7.75% to 7.5%. Due to the adoption of a "dedicated gains" policy by the various
retirement system boards, beginning in FY 2019-20 for MPSERS, and in FY 2020-21 for the other
State systems, the ARORSs will be adjusted downward any time there are gains that exceed the AROR
(i.e., excess gains will be "dedicated" to "buying down" the ARORS).

Any time the AROR is lowered, there are increases in both the payments for liabilities accrued in the
past (legacy costs) and the amount required to pay for benefits earned today (normal cost).
Therefore, in MPSERS, for FY 2018-19, there are additional costs in the K-12, community colleges,
and higher education budgets to implement the further one-quarter point reduction in the AROR. The
State is required to pay any legacy costs that exceed the statutory caps for local employers; the
State is not required to reimburse employers for increases in normal costs.

Beginning in FY 2019-20 (unless the retirement boards vote to rescind the "dedicated gains"
policies), there will be additional normal costs required to be paid by schools and colleges (estimated
today at $105.0 million), unless a budget is enacted to hold local employers harmless from the AROR
change. Beginning in FY 2020-21, there will be additional normal costs required to be paid by the
State for the other State retirement systems. These costs will occur any time "dedicated gains" are
used to "buy down" the AROR. The excess gains pay for the increase in legacy unfunded accrued
liability (UAL) payments, but not the increase in normal costs.

Returning to the FY 2018-19 budget impact, an increase of $42.2 million is proposed to pay the
increased normal costs in MPSERS for the second year of the phase-in of the lower AROR. (As
mentioned above, reimbursing local employers for the increase in normal costs is optional for the
State.) Also, an additional State cost of $113.6 million is required to pay for the increased UAL costs
attributable to the lower AROR, although this is partially offset by $38.7 million in other UAL savings,
leaving a net UAL cost increase in FY 2018-19 of $74.9 million. The higher funding levels will continue
until the UAL is paid off (FY 2037-38).

Under Public Act 92 of 2017, the State is required to pay any additional defined contribution costs in
excess of 4% of payroll for participating employees. This is estimated to cost $15.8 million for FY 2018-
19, an increase of $4.0 million. Also, the Governor is proposing to cover the increase in employer
normal costs due to PA 92 of 2017 (which arise because the hybrid plan assumes 6% rate of return),
estimated to total $21.8 million for FY 2018-19, an increase of $10.5 million.
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Contribution Rates and Estimated Costs for SERS and MPSERS

Table 22 provides a three-year summary of the contribution rates for defined benefit (DB) and defined
contribution (DC) retirement for SERS. Beginning in FY 2012-13, the unfunded accrued liability in
SERS was spread across both DB and DC payroll, rather than just the declining DB payroll as had
been the case previously. Also, beginning in FY 2011-12, the funding methodology for retiree health
care was changed from a cash basis to a prefunding basis, requiring larger contributions up front in
order to save money down the road. The State Employees' Retirement System pension component
was closed to newly hired employees on March 31, 1997, and the retiree health care premium
coverage component was closed to new employees on January 1, 2012.

Table 22
STATE RETIREMENT CONTRIBUTION RATES AS A PERCENTAGE OF PAYROLL
2018-19
FY 2016-17 FY 2017-18 FY 2018-19 Change
State Employees' Retirement System?

Defined Benefit Pension 25.50% 24.60% 21.97% (2.63%)
Defined Benefit Health Care 21.05 22.14 23.81 1.67
Total Defined Benefit Costs 46.55% 46.74% 45.78% (0.96%)
Defined Contribution Retirement 28.94% 26.43% 24.38% (2.05%)
Defined Contribution Health Care 21.70 22.14? 23.81? 1.67
Total Defined Contribution Costs 50.64% 48.57% 48.19% (0.38%)

D Public Act 264 of 2011 required the unfunded accrued liability to be spread across both DB
and DC payroll. Also, FY 2017-18 will be the seventh year of prefunding retiree health.

2 For DC employees hired after January 1, 2012, cost would be 2% higher to pay the 401k
health match.

Table 23 provides a look at the FY 2018-19 contribution rates for the eight different retirement plan
combinations in MPSERS. Before the enactment of significant MPSERS reforms in 2010 and 2012,
there were two principal types of retirement plans available to school employees, based on hire date:
the basic system and the Member Investment Plan (MIP) system. Since the passage of the reforms
that began in 2010, there are now eight combinations of retirement and retiree health care plans in
MPSERS, including the earlier basic and MIP plans (no longer available to new employees), the
Pension Plus hybrid plan (available between July 2010 and January 2018), a straight defined
contribution plan (available since September 2012), and a second hybrid plan (available since
February 2018). Retiree health care for school employees first hired since September 4, 2012, is
now strictly a personal health fund (401k or similar savings account) and does not contain any health
care premium subsidy. All employees hired before September 4, 2012, also were given an
opportunity to "cash out" the value of their health care premium subsidy and convert to a personal
health fund. Similar to one of the SERS reforms, prefunding of retiree health care is now a component
of MPSERS.

Public Act 300 of 2012 capped the K-12 and community college contribution rate for unfunded
liabilities at roughly 21% of payroll (their FY 2011-12 amount), and Public Act 136 of 2016 capped
the university contribution rate for unfunded liabilities at roughly 26% of payroll (their FY 2011-12
amount); the State pays for any liabilities above that amount. The "normal” cost for pension and
retiree health care can fluctuate slightly from year to year, and is generally paid by the local employer.
The State subsidy on the UAL is roughly 12.2% of MPSERS payroll for schools, community colleges,
and participating libraries, or about $1.1 billion. Legislation was enacted in 2016 to implement a rate
cap for the seven universities that remain part of MPSERS for employees hired before 1996, and
that State cost is roughly $5.1 million.
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Table 23

FY 2018-19 MPSERS EMPLOYER CONTRIBUTION RATES

Pension Contributions
Pension Normal Cost
Pension UAL

Pension Early Retirement
Incentive

Pension Total Rate

Health Contributions
Health Normal Cost
Health UAL

Health Total Rate

DB CONTRIBUTION TOTAL

DC Contributions
DC Employer Contributions
Personal Health Care Fund
DC CONTRIBUTION TOTAL

Total Uncapped Rate (w/o DC)

State Subsidy

Basic/MIP Pension Basic/MIP to
with Plus with Pension DC with Pension
Premium Premium Pension Plus to DC Premium Basic/MIPto  Basic/MIP  Plus 2 with
Subsidy Subsidy Plus PHF with PHF Subsidy DC with PHF  with PHF PHF
4.86% 3.07% 3.07% 0.00% 0.00% 0.00% 4.86% 6.20%
12.03 12.03 12.03 12.03 12.03 12.03 12.03 12.03
1.36 1.36 1.36 1.36 1.36 1.36 1.36 1.36
18.25% 16.46% 16.46% 13.39% 13.39% 13.39% 18.25% 19.59%
0.36% 0.36% 0.00% 0.00% 0.36% 0.00% 0.00% 0.00%
7.57 7.57 7.57 7.57 7.57 7.57 7.57 7.57
7.93% 7.93% 7.57% 7.57% 7.93% 7.57% 7.57% 7.57%
26.18% 24.39% 24.03% 20.96% 21.32% 20.96% 25.82% 27.16%
0.00% 1.00% 1.00% 3.00% 4.00% 4.00% 0.00% 0.00%
0.00 0.00 2.00 2.00 0.00 2.00 2.00 2.00
0.00% 1.00% 3.00% 5.00% 4.00% 6.00% 2.00% 2.00%
38.39% 36.60% 36.24% 33.17% 33.53% 33.17% 38.03% 39.37%
12.21 12.21 12.21 12.21 12.21 12.21 12.21 12.21

DC = Defined Contribution; MIP = Member Investment Plan; PHF = Personal Health Fund

Note: The Governor's budget includes $1.03 billion in the K-12 budget, $75.3 million in the Community Colleges budget, and $5.1 million in the
Higher Education budget to pay the State subsidy for the UAL rate cap, which includes the FY 2018-19 cost of lowering the assumed rate of
return to 7.5%, and $15.8 million for the increased cost for the enhanced DC matching. Identified as one-time funding, the Governor's
budget includes $88.1 million in the K-12 budget, $6.4 million in the Community Colleges budget, and $0.7 million in the Higher Education
budget to hold the entities harmless from increased pension and health care normal costs due to a lowering in the assumed rate of return.
Further, the budget includes $21.8 million to hold employers harmless from the increase in normal costs associated with the new hybrid
plan's 6% assumed rate of return (for new hires choosing the plan, beginning February 1, 2018).

Source: State Budget Office
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Table 24 outlines the FY 2018-19 estimated contributions to SERS and MPSERS by the State
and local employers, as proposed in the Governor's budget. The total combined cost of the
estimated employer (State and local) contributions is approximately $5.0 billion.

Table 24
FY 2018-19 ESTIMATED CONTRIBUTIONS TO
TWO LARGEST RETIREMENT SYSTEMS
(millions of dollars)
State Employees' Retirement System (SERS)V

Defined BENEfit PENSION .....coovveeeieeeee ettt e $182.0
Defined ContribULION ......covniii e 565.0
Retire@ HEealth Care .......covniiiiii e 765.0
Subtotal State Employees' Retirement System2............cccccccovvvvveeeeeennne. $1,512.0

Michigan Public School Employees' Retirement System (MPSERS)3
Local Share

Defined Benefit PENSION® ...........oviiiiiiiiee e $1,590.0

Defined Benefit Health Care ..., 732.0

"A01K" for Health Care ..........cooovviiiiiiiii e 16.0

Subtotal Public School Employees' Retirement System (Local)........ $2,338.0
State Share

Unfunded Accrued Liabilities (Pension and Health) .......................... $1,113.0
Subtotal Michigan Public School Employees' Retirement System ........... $3,460.0
TOTAL ESTIMATED RETIREMENT CONTRIBUTIONS.........cccvvvvveeeene. $4,963.0
FY 2017-18 Estimated Subsidy Per K-12 Pupil on Average..................... $700

1) Public Act 264 of 2011 required the unfunded accrued liability to be spread across both DB
and DC payroll. Also, FY 2017-18 will be the seventh year of prefunding retiree health.

2) Excludes FICA, which totals approximately $260.0 million.

3) Excludes DC contributions for pension; includes DC contributions for health.

4) Includes roughly $95.2 million reimbursed by the State due to AROR normal cost increases,
and $100.0 million reimbursed by the State under Sec. 147a of the School Aid Act.

For the fourth year, the Governor's proposed budget includes a boilerplate section for each
department identifying how much of the appropriation is in support of the legacy costs associated
with the State Employees' Retirement System. As noted earlier, the total contributions made to
a retirement system are a combination of a payment toward the past unfunded accrued liabilities
for benefits already earned (legacy costs) and a payment toward the accrual of service credit in
the future (normal costs). As shown on Table 24, the total contributions in the State Employees'
Retirement System are estimated by the Senate Fiscal Agency at $1.5 billion, and of that total,
$1.3 billion is estimated by the State Budget Office for legacy costs (both pension and health),
with the remaining $200.0 million for normal costs including State DC contributions for SERS.
Table 25 identifies the estimated legacy costs for pension and for retiree health care, and the
total of the two, for each department.
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Table 25

FY 2018-19

LEGACY COSTS BREAKOUT — PENSIONS AND HEALTH CARE

Department

Pension-Related

Legacy Costs

(Retirement) Gross

Health Care
Legacy Costs
(OPEB) Gross

Total Legacy
Costs Gross

Agriculture & Rural Development
Attorney General

Civil Rights

Corrections

Education

Environmental Quality

Health & Human Services
Insurance & Financial Services
Judiciary

Licensing & Regulatory Affairs
Military & Veterans Affairs
Natural Resources

State

State Police

Talent & Economic Development
Technology, Management & Budget
Transportation

Treasury

TOTAL

$5,729,700
8,321,100
1,179,300
147,129,800
7,189,700
15,475,100
168,379,300
4,385,700
6,513,000
26,355,100
8,072,200
21,973,000
14,132,900
77,070,000
14,979,800
39,278,600
31,218,300
20,302,200

$6,698,700
9,728,400
1,378,700
172,012,000
8,405,600
18,092,300
196,855,200
5,127,400
7,614,500
30,812,200
9,437,300
25,689,000
16,523,000
71,235,500
17,513,200
45,921,300
36,497,900
23,735,600

$12,428,400
18,049,500
2,558,000
319,141,800
15,595,300
33,567,400
365,234,500
9,513,100
14,127,500
57,167,300
17,509,500
47,662,000
30,655,900
148,305,500
32,493,000
85,199,900
67,716,200
44,037,800

$617,684,800

$703,277,800

$1,320,862,600

Source: State Budget Office
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Debt Service Adjustments

Table 26 provides a summary of recommended debt service appropriations for FY 2018-19. These include
School Bond Loan Fund bonds in K-12 School Aid; State park improvement revenue bonds appropriated in
the Department of Natural Resources; debt service costs related to the Facility for Rare Isotope Beams and
the Community College Skilled Trades Equipment Program appropriated in the Department of Talent and
Economic Development; State Building Authority rent payments appropriated in the Department of
Technology, Management, and Budget (DTMB); various transportation-related bonds in the Department of
Transportation; and general obligation bonds in the Department of Treasury. Gross appropriations for debt
service on these bonds would total $731.4 million for FY 2018-19. This represents a $9.7 million (1.3%) increase
from the $721.7 million debt service appropriations in FY 2017-18.

Table 26

DEBT SERVICE APPROPRIATIONS
FY 2018-19 COMPARED WITH FY 2017-18

FY 2017-18 FY 2018-19
Gross Governor's Percent
Department/Program Appropriation Rec. Dollar Change Change
Natural Resources
State Park Improvement Revenue Bonds ........ $1,191,000 $1,195,700 $4,700 0.4%
Subtotal Natural Resources .........ccccceevnnnnne. $1,191,000 $1,195,700 $4,700 0.4%
School Aid
School Bond Loan ........c.ccceeveeeiieeniecniieeeiennn $125,500,000  $125,500,000 $0 0.0%
Subtotal School Aid ........cccoeeviiiiiieee $125,500,000  $125,500,000 $0 0.0%
Talent and Economic Development?
Facility For Rare Isotope Beams (MSF) ......... $7,300,000 $7,300,000 $0 0.0%
Community College Skilled Trades
Equipment Program (MSF)........ccccccceveeeninnnn. 4,600,000 4,600,000 0 0.0
Subtotal Talent & Economic Dev. .................. $11,900,000 $11,900,000 $0 0.0%
DTMB-State Building Authority Rent
State AQENCIES ......eeeiviieiiieiee e $49,665,800 $55,581,600 $5,915,800 11.9%
Department of Corrections ..........ccccceeeeeeennnene 21,029,900 18,318,800 (2,711,100) (12.9)
UNIVEISItIES ... 144,995,300 155,478,500 10,483,200 7.2
Community Colleges ........ccocceeiieenieeniieenen. 30,879,600 36,378,100 5,498,500 17.8
Subtotal Technology, Mgt., & Budget............ $246,570,600 $265,757,000 $19,186,400 7.8%
Transportation
State Trunkline ........ccccovieiiiiiieee e $185,109,100  $175,580,400 ($9,528,700) (5.1%)
Economic Development...........ccccvvvveeeeeeiinnns 11,548,300 11,595,300 47,000 0.4
Local Bridge Fund ..........ccocoeeiiiniiniieeniees 2,315,400 2,315,700 300 0.0
Blue Water Bridge Fund ............cccccvveeeeiiinnnns 7,105,100 7,106,300 1,200 0.0
Airport Safety and Protection Plan ................. 4,617,000 3,437,900 (2,179,100) (25.5)
Comprehensive Transportation ...................... 18,244,500 19,401,500 1,157,000 6.3
Subtotal Transportation .........cccoccvvvveeeeiiniinns $228,939,400 $219,437,100 ($9,502,300) (4.2%)
Treasury
Quality of Life Bond .........cccvvveeeeiiiiiiiiieeeeeen $21,964,000 $21,964,000 $0 0.0%
Clean Michigan Initiative..............ccccvvveeeeeenn. 62,751,000 62,751,000 0 0.0
Great Lakes Water Initiative ..........ccoeevevvunnnenn. 22,865,000 22,865,000 0 0.0
Subtotal Treasury .......cccccvveeeeeeeiiiiieeee e $107,580,000 $107,580,000 $0 0.0%
TOTAL e $721,681,000 $731,369,800 $9,688,800 1.3%

1 Does not include Michigan Strategic Fund (MSF) bonding for the Cadillac Place, House Office Building, or Senate Office Building,
or debt issued by authorities other than the State Building Authority (such as MSHDA or the Michigan Finance Authority).
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Tobacco Settlement Revenue and Appropriations

In 1998, a Master Settlement Agreement was reached between 46 states, including Michigan, and certain
U.S. tobacco manufacturers, to provide annual payments to states. The payments began in 2000 and will
continue in perpetuity. As Table 27 illustrates, there are several transfers out of the tobacco settlement
revenue before it is deposited into the Merit Award Trust Fund, where it is available for appropriation by the
Legislature. Pursuant to law, $75.0 million of the tobacco settlement revenue is earmarked each fiscal year,
from FY 2007-08 through FY 2018-19, for the 21s' Century Jobs Trust Fund. Also pursuant to law,
$17.5 million of the tobacco settlement revenue is deposited each fiscal year, from FY 2014-15 through
FY 2034-35, into the Budget Stabilization Fund as repayment for an FY 2013-14 State appropriation of
$194.8 million to the Settlement Administration Fund to help mitigate the impact of the City of Detroit
bankruptcy on its pensioners. A new statutory earmark for the Community District Trust Fund of $72.0
million annually, for 10 years, was enacted in FY 2016-17 to implement a new system for schools in
Detroit.

The other transfer of funds from tobacco settlement revenue is for debt service on the securitization of a
portion of the tobacco settlement revenue in 2006 and 2007. The debt service amount for FY 2018-19 is
estimated to be $68.8 million. Under the Governor's proposal, there would be an estimated FY 2018-19

year-end balance of $3.3 million in the Merit Award Trust Fund.

Table 27

TOBACCO SETTLEMENT REVENUE AND APPROPRIATIONS
FY 2017-18 COMPARED TO FY 2018-19 GOVERNOR'S RECOMMENDATION
(actual dollars)

FY 2017-18 FY 2018-19 Gov's Rec. Chg.
Year-To-Date Gov's Rec. From FY 2017-18
Revenue
Unreserved Balance From Prior Fiscal Year................... $4,289,100 $5,263,500 $974,400
Total Annual Payments .........cccvvvveeieeiiiiiiiiieece e, 304,969,500 303,406,400 (1,563,100)
Assumed Withheld Payments ..........ccccccviiiiiieniennnnnns (18,298,200) (18,204,400) 93,800
Settlement Credit to Manufacturers...........cccceeeeeeeeeeeeennn, 0 0 0
Interest Earnings ... 703,000 893,400 190,400
Total Tobacco Settlement Revenue...........cc.cceeevveeuene.. $291,663,400 $291,358,900 ($304,500)
Less Transfers Out For:
21st Century Jobs Trust FuNd..........cccccovveveeveennnnne. ($75,000,000) ($75,000,000) $0
Detroit Public Schools Trust Fund............cccceeeeeennn. (72,000,000) (72,000,000) 0
Payment to Budget Stabilization Fund (Detroit) ....... (17,500,000) (17,500,000) 0
Payment on 2006 Bond Securitization ..................... (38,242,000) (38,045,900) 196,100
Payment on 2007 Bond Securitization ..................... (30,874,500) (30,716,300) 158,200
Total Transfers OUL ........eevvii i ($233,616,500) ($233,262,200) $354,300
Net Revenue To Merit Award Trust Fund.................... $58,046,900 $58,096,700 $49,800
Appropriations
Attorney General
(O] 1T -1 1 o] LR $499,500 $506,700 $7,200
Health and Human Services
Medicaid Base-Long-term Care...........ccccceeeviveeeennns 46,200,000 48,200,000 2,000,000
AQING-RESPILE Care ......ceveeeeiiiiiiiieeeeeeiiiiieeee e 4,068,700 4,068,700 0
State Police
Tobacco Tax Enforcement ..........cooeeeeveeeeeieeeeeenenene, 843,000 846,800 3,800
Department of Treasury
Student Financial Services Administration ............... 1,172,200 1,187,300 15,100
Total Merit Award Trust Fund Appropriations............ $52,783,400 $54,809,500 $2,026,100
MERIT AWARD TRUST FUND YEAR-END BALANCE $5,263,500 $3,287,200 ($1,976,300)

Data Source: State Budget Office
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Budget Stabilization Fund

The Budget Stabilization Fund (BSF) is the State's "Rainy Day" fund or cash reserve. In years
of economic growth, deposits may be made to the Fund, and in years of recession, money may
be withdrawn to cushion the budgetary impact of declining State revenue or for job creation
activities. Statutory formulas direct the amount of the pay-in or pay-out from the BSF; however,
the Legislature has the authority to appropriate the formula amount or a different amount.

The BSF balance was $710.0 million at the close of FY 2016-17. Deposits of $167.5 million have
been appropriated for FY 2017-18. Public Act 107 of 2017 appropriated $150.0 million GF/GP
to the BSF in FY 2017-18 and the Michigan Trust Fund Act requires the deposit of $17.5 million
from tobacco settlement revenue into the BSF each year from FY 2014-15 to FY 2034-35. The
Trust Fund Act transfers reimburse the BSF for a $194.8 million withdrawal in FY 2013-14 related
to the Detroit bankruptcy settlement. Based on the appropriated deposits and estimated interest
earnings, the BSF balance at the close of FY 2017-18 is estimated at $889.1 million.

The Governor recommends a deposit of 25% of lapsed funds from FY 2017-18 to the BSF in FY
2018-19. There is no way to know the amount of lapses before book-closing, so no estimate is
provided for FY 2018-19.

Based on current appropriations and estimated interest earnings, the BSF balance at the close
of FY 2018-19 is estimated at $922.2 million. The history of the BSF year-end balances and the
estimate for FY 2018-19 are shown in Figure C.

Figure C

Budget Stabilization Fund Year-End Balance
With Estimates for FY 2017-18 and FY 2018-19

(millions of dollars)
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Source: Michigan Comprehensive Annual Financial Reports through FY 2016-17, FY 2018-19
Executive Budget Recommendation, and Senate Fiscal Agency
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Recent State
Appropriation History



Table 28

ADJUSTED GROSS APPROPRIATION HISTORY
(millions of dollars)

Fiscal Year Appropriations Dollar Change Percent Change
2000-01 $36,953.3 $1,535.6 4.3%
2001-02 38,751.3 1,798.0 4.9
2002-03 39,553.1 801.8 2.1
2003-04 39,115.3 (437.8) (1.1)
2004-05 39,908.5 793.2 2.0
2005-06 41,322.7 1,414.2 35
2006-07 41,851.8 529.1 1.3
2007-08 43,616.5 1,764.7 4.2
2008-09 47,942.0 4,325.5 9.9
2009-10 45,656.6 (2,285.3) (4.8)
2010-11 48,089.6 2,433.0 5.3
2011-12 47,598.1 (491.6) (2.0)
2012-13 47,758.6 160.6 0.3
2013-14 50,199.5 2,440.9 5.1
2014-15 53,247.0 3,047.5 6.1
2015-16 53,540.8 293.8 0.6
2016-17 54,574.3 1,033.5 1.9
2017-18 55,761.7 1,187.4 2.2

2018-19 (Gov's Rec.) 55,897.4 135.7 0.2
Change FY 2008-09 to FY 2018-19 $7,955.4 16.6%
Detroit CPI 10-Year Percent Change 15.0%

Note: Does not include Budget Stabilization Fund appropriations of $362.7 million, $140.0 million, $75.0
million, $94.0 million, $95.0 million, $75.0 million, and $150.0 million for FYs 2011-12, 2012-13, 2013-
14, 2014-15, 2015-16, 2016-17, and 2017-18, respectively; includes $147.1 million FY 2013-14
appropriation and $82.9 million FY 2014-15 appropriation from the Roads and Risks Reserve Fund.

Table 29

STATE SPENDING FROM STATE RESOURCES APPROPRIATION HISTORY
(millions of dollars)

Fiscal Year Appropriations Dollar Change Percent Change
2000-01 $25,761.6 $1,182.6 4.8%
2001-02 26,086.8 325.2 1.3
2002-03 26,020.5 (66.3) (0.3)
2003-04 25,802.5 (218.0) (0.8)
2004-05 26,285.3 482.8 1.9
2005-06 27,704.0 1,418.7 5.4
2006-07 27,928.6 224.6 0.8
2007-08 28,441.3 512.7 1.8
2008-09 26,309.9 (2,131.4) (7.5)
2009-10 25,239.0 (1,070.8) 4.1)
2010-11 26,266.7 1,027.7 4.1
2011-12 27,346.9 1,080.3 4.1
2012-13 27,847.1 500.2 1.8
2013-14 29,164.7 1,317.6 4.7
2014-15 29,867.7 703.0 2.4
2015-16 30,342.2 474.4 1.6
2016-17 31,223.0 880.8 2.9
2017-18 32,227.0 1,004.0 3.2

2018-19 (Gov's Rec.) 32,826.7 599.8 1.9
Change FY 2008-09 to FY 2018-19 $6,516.8 24.8%
Detroit CPI 10-Year Percent Change 15.0%

Note: Does not include Budget Stabilization Fund appropriations of $362.7 million, $140.0 million, $75.0
million, $94.0 million, $95.0 million, $75.0 million, and $150.0 million, for FYs 2011-12, 2012-13, 2013-
14, 2014-15, 2015-16, 2016-17, and 2017-18, respectively; includes $147.1 million FY 2013-14
appropriation and $82.9 million FY 2014-15 appropriation from the Roads and Risks Reserve Fund.
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Table 30

GENERAL FUND/GENERAL PURPOSE APPROPRIATION HISTORY
(millions of dollars)

Fiscal Year Appropriations Dollar Change Percent Change
2000-01 $9,744.4 $136.7 1.4%
2001-02 9,189.3 (555.1) (5.7)
2002-03 8,830.9 (358.4) (3.9)
2003-04 8,770.1 (60.8) (0.7)
2004-05 8,702.8 (67.3) (0.8)
2005-06 9,106.3 403.5 4.6
2006-07 9,118.7 12.4 0.1
2007-08 9,980.7 862.0 9.5
2008-09 8,568.7 (1,412.0) (14.2)
2009-10 7,787.4 (781.2) (9.1)
2010-11 8,424.6 637.2 8.2
2011-12 8,341.1 (83.6) (1.0)
2012-13 9,024.2 683.2 8.2
2013-14 9,571.3 547.1 6.1
2014-15 9,691.1 119.8 1.3
2015-16 10,157.9 466.8 4.8
2016-17 10,057.5 (100.4) (1.0)
2017-18 10,081.5 24.0 0.2

2018-19 (Gov's Rec.) 10,049.3 (32.1) (0.3)
Change FY 2008-09 to FY 2018-19 $1,480.6 17.3%
Detroit CP| 10-Year Percent Change 15.0%

Note: Does not include Budget Stabilization Fund appropriations of $362.7 million, $140.0 million, $75.0
million, $94.0 million, $95.0 million, 75.0 million, and $150.0 million for FYs 2011-12, 2012-13,
2013-14, 2014-15, 2015-16, 2016-17, and 2017-18, respectively; does not include $230.0 million
FY 2013-14 appropriation for the Roads and Risks Reserve Fund.

Table 31

FEDERAL FUNDS APPROPRIATED IN MICHIGAN BUDGET
(millions of dollars)

Federal as
Adjusted Gross Percent of Total
Fiscal Year Federal Funds Appropriations Adjusted Gross
2000-01 $10,019.2 $36,953.3 27.11%
2001-02 11,242.9 38,751.3 29.01
2002-03 12,226.7 39,5653.1 30.91
2003-04 12,361.6 39,115.3 31.60
2004-05 12,855.5 39,908.5 32.21
2005-06 13,179.9 41,3227 31.89
2006-07 13,436.1 41,851.8 32.10
2007-08 14,669.5 43,616.5 33.63
2008-09 21,124.7 47,941.9 44.06
2009-10 19,940.9 45,656.6 43.68
2010-11 21,3145 48,089.6 44.32
2011-12 19,730.5 47,598.1 41.45
2012-13 19,372.7 47,758.6 40.56
2013-14 20,500.2 50,199.5 40.84
2014-15 22,840.1 53,247.0 42.89
2015-16 22,799.4 53,540.8 42.58
2016-17 22,956.1 54,574.3 42.06
2017-18 23,153.9 55,761.7 41.52
2018-19 (Gov's Rec.) 22,684.8 55,897.4 40.58

Change FY 2008-09 to FY 2018-19 7.4% 16.6%
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Table 32

APPROPRIATED FULL-TIME EQUATED CLASSIFIED POSITIONS (FTESs)
IN MICHIGAN STATE BUDGET

Fiscal Year FTEs Change Percent Change
2000-01 64,602.5 971.6 1.5%
2001-02 64,190.1 (412.4) (0.6)
2002-03 62,760.2 (1,429.9) (2.2)
2003-04 57,811.1 (4,949.1) (7.9)
2004-05 57,028.3 (782.8) (1.4)
2005-06 56,436.4 (591.9) (1.0)
2006-07 56,760.3 323.9 0.6
2007-08 57,041.7 281.4 0.5
2008-09 56,491.1 (550.6) (1.0)
2009-10 55,597.2 (893.9) (1.6)
2010-11 56,089.3 492.1 0.9
2011-12 54,795.5 (1,293.8) (2.3)
2012-13 53,583.5 (1,212.0) (2.2)
2013-14 52,797.5 (786.0) (1.5)
2014-15 52,853.5 56.0 0.1
2015-16 52,702.9 (150.6) (0.3)
2016-17 52,756.0 53.1 0.1
2017-18 52,893.5 137.5 0.3

2018-19 (Gov's Rec.) 53,358.5 465.0 0.9
Change FY 2008-09 to FY 2018-19 (3,132.6) (5.5%)
Detroit CPI 10-Year Percent Change 15.0%

Note: Includes exempt positions in Judiciary.

Table 33

SCHOOL AID K-12 APPROPRIATION HISTORY
(millions of dollars)

State-Funded K-12

Fiscal Year Appropriations Dollar Change Percent Change
2000-01 $10,732.3 $656.5 6.5%
2001-02 11,220.6 488.3 4.5
2002-03 11,334.6 114.0 1.0
2003-04 11,059.3 (275.3) (2.4)
2004-05 11,113.5 54.2 0.5
2005-06 11,308.0 194.5 1.8
2006-07 11,597.0 288.9 2.6
2007-08 11,421.8 (175.2) (1.5)
2008-09 11,097.8 (324.0) (2.8)
2009-10 10,675.1 (422.7) (3.8)
2010-11 10,803.4 128.3 1.2
2011-12 11,088.9 285.5 2.6
2012-13 11,211.0 122.1 11
2013-14 11,506.1 295.1 2.6
2014-15 11,865.8 359.7 3.1
2015-16 11,960.5 94.7 0.8
2016-17 12,323.2 362.7 3.0
2017-18 12,857.4 534.2 4.3

2018-19 (Gov's Rec.) 12,911.2 53.8 0.4
Change FY 2008-09 to FY 2018-19 $1,813.4 16.3%
Detroit CPI 10-Year Percent Change 15.0%
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Table 34

PUPIL MEMBERSHIP HISTORY
FY 1994-95 to FY 2019-20

Blend Calculation Fiscal Year Local Districts Charter Schools Total
50/50 1994-95 1,593,306 0 1,593,306
50/50 1995-96 1,610,130 4,790 1,614,920
50/50 1996-97 1,634,074 11,520 1,645,594
60/40 1997-98 1,651,011 19,202 1,670,213
60/40 1998-99 1,656,186 31,109 1,687,295
75/25 1999-2000 1,651,300 45,290 1,696,590
80/20 2000-01 1,649,085 55,072 1,704,157
80/20 2001-02 1,647,459 62,113 1,709,572
80/20 2002-03 1,647,531 67,336 1,714,867
80/20 2003-04 1,640,929 73,473 1,714,402
75/25 2004-05 1,626,289 81,491 1,707,780
75/25 2005-06 1,607,880 89,654 1,697,534
75/25 2006-07 1,584,435 96,627 1,681,062
75/25 2007-08 1,553,568 98,987 1,652,555
75/25 2008-09 1,517,714 102,030 1,619,744
75/25 2009-10 1,487,297 108,425 1,595,722
75/25 2010-11 1,457,160 112,276 1,569,436
90/10 2011-12 1,432,200 119,900 1,552,100
90/10 2012-13 1,405,599 130,390 1,535,989

90/10 CY 2013-14 1,374,800 147,828 1,522,628
90/10 CY 2014-15 1,356,640 151,368 1,508,008
90/10 2015-16 1,344,369 151,611 1,495,980
90/10 2016-17 1,338,231 152,933 1,491,164
90/10 2017-18 Est. 1,336,900 146,600 1,483,500
90/10 2018-19 Est. 1,331,900 146,600 1,478,500
90/10 2019-20 Est. 1,328,000 147,000 1,475,000
Table 35
STATE SPENDING PER PUPIL HISTORY
State-Funded Approps. Appropriations
Fiscal Year (millions of dollars) Pupils (millions) Per Pupil
2000-01 $10,732.3 1.7042 $6,297
2001-02 11,220.6 1.7096 6,563
2002-03 11,334.6 1.7149 6,609
2003-04 11,059.3 1.7144 6,450
2004-05 11,1135 1.7078 6,507
2005-06 11,308.1 1.6975 6,661
2006-07 11,597.0 1.6811 6,898
2007-08 11,421.8 1.6526 6,911
2008-09 11,097.8 1.6197 6,851
2009-10 10,675.1 1.5957 6,690
2010-11 10,803.4 1.5694 6,884
2011-12 11,088.9 1.5521 7,144
2012-13 11,211.0 1.5360 7,299
2013-14 11,506.1 1.5226 7,557
2014-15 11,865.8 1.5080 7,869
2015-16 11,960.5 1.4960 7,995
2016-17 12,323.2 1.4912 8,264
2017-18 12,857.4 1.4835 8,667
2018-19 (Gov's Rec.) 12,911.2 1.4785 8,733
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Table 36

K-12 SCHOOLS MINIMUM FOUNDATION ALLOWANCE HISTORY
Fiscal Year Enacted Per Pupil After Reductions Percent Change

2000-01 $6,000 $6,000 N/A
2001-02 6,500 6,500 8.3%
2002-03 6,700 6,626 1.9
2003-04 6,700 6,626 0.0
2004-05 6,700 6,700 11
2005-06 6,875 6,875 2.6
2006-07 7,108 7,108 3.4
2007-08 7,204 7,204 14
2008-09 7,316 7,316 1.6
2009-10 7,316 7,151 (2.3)
2010-11 7,316 7,146 0.0
2011-12 6,846 6,846 (4.2)
2012-13 6,966 6,966 1.8
2013-14 7,076 7,076 1.6
2014-15 7,251 7,251 25
2015-16 7,391 7,391 1.9
2016-17 7,511 7,511 1.6
2017-18 7,631 7,631 1.6

2018-19 (Gov's Rec.) 7,871 7,871 3.1

10-Year Change $555 $555
10-Year % Change 7.6% 7.6%
10-Year Detroit CPl % Change 15.0%
Table 37

STATE SPENDING FROM STATE RESOURCES APPROPRIATIONS
TOTAL COMPARED IN SELECTED BUDGET AREAS
(millions of dollars)

FY 2008-09 FY 2018-19
Year-to-Date Gov's Rec. Dollar Percent

Budget Area Appropriations Appropriations  Difference Change

Health and Human Services $5,445.1 $6,999.4 $1,554.3 28.5%
Corrections 1,832.5 2,020.8 188.3 10.3%
K-12 School Aid 11,097.8 12,911.2 1,813.4 16.3%
Community Colleges 299.4 405.0 105.7 35.3%
Higher Education 1,576.2 1,545.9 (30.3) (1.9%)
Revenue Sharing-Constitutional 649.1 832.3 183.2 28.2%
Revenue Sharing-Nonconstitutional 391.0 466.3 75.3 19.2%
All Other Programs 5,018.8 7,645.7 2,626.9 52.3%
Total State Spending $26,309.9 $32,826.7 $6,516.8 24.8%
Addendum:

Medicaid Caseload 1,708,157 2,450,000 741,843 43.4%
Prison Population 50,203 39,688 (10,515) (20.9%)
K-12 Pupil Count 1,619,744 1,478,500 (141,244) (8.7%)
University Students 257,148 259,711 2,563 1.0%
Community College Students 157,225 124,868 (32,357) (20.6%)
Michigan Personal Income (millions) $339,681.2 $487,577.0 $147,895.8 43.5%
Detroit Consumer Price Index 202.8 233.1 30.3 15.0%

NOTES: Revenue Sharing: Constitutional number is the January 2018 Consensus Revenue Estimating Conference
(CREC) estimate. Medicaid Caseload: Number for FY 2018-19 includes the estimated 670,000 individuals who are
eligible under the expansion of Medicaid. Prison Population: These are the most recent year-end numbers published
by the Department of Corrections for calendar years 2007 and 2017, respectively. K-12 Pupils: FY 2018-19 pupil count
is the January 2018 CREC estimate. Community College and University Students: Numbers in FY 2018-19 column
reflect the most recent data available, which are FY 2016-17 fiscal-year-equated-students as reported in the Activities
Classification Structure (ACS) and the Higher Education Institutional Data Inventory (HEIDI). Michigan Personal
Income and Detroit CPIl: Numbers are fiscal year averages; FY 2018-19 numbers are January 2018 CREC estimates.
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